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This project t r i e s to investigate the position of foreign 
direct investments (FDI) in Hong Kong. I t begins with a brief 
description of direct investments in Hong Kong in recent years, 
and goes on to examine the trend and interest areas of several 
important foreign investors. 
I t i s i l lus t ra ted that FDI is not merely movement of 
capi ta l , but i s more comprehensive encompassing managerial 
resources, such as technology, know-how, employment and linkages 
to the world economy. The sizable annual flows of FDI by 
transnational corporations not only upgrades the industries in 
Hong Kong but also increases the competitive position in the 
international market. 
t 
Furthermore, i t is identified that the government has to 
perform an active role by taking the in i t ia t ive in developing 
social overhead capital projects so as to improve the 
infrastructure and make Hong Kong remain at tract ive for foreign 
investors. In addition, the indication of change in the economic 
structure also requires policy makers' attention in resources 
planning in order to meet the demand for future development. 
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Foreign direct investments have always played a very 
important role in the economic development of Hong Konge 
In fact, the city of Hong Kong owes its origin and present 
form · to foreign investors. British traders first founded 
Hong Kong in the nineteenth century, and later the Chinese 
industrialists who 'came from Mainland China in the 1950s 
converted it from an entreport to an industrial city. 
~ 
Today, Hong Kong is still tot~lly open to foreign investors 
and most of its big corporations have foreign interests or 
connections. 
Foreign direct investments (FOI) will be the focus of 
our study .. FOI are defined as those investments in real 
business assets by foreigners, who as owners, control 
fully, or significantly, the management of these assets~ 
Though shares may also be acquired, the investors do not 
view such share holdings simply as financial investments. 
Instead, t~e intention is to gain management control of the 
business assets so as to make the investment function as an 
integral part of the corporation's total operation. To 
Hong Kong, FOI are not merely movement of capital,but is 
more comprehensive encompassing managerial resources, such 
as technology and know-how. 
This study attempts to present a broad picture: of 
foreign direct investments in Hong Kong. It begins with a 
brief description of direct investments in Hong Kong in 
recent years, and goes on to examine the trend and interest 
areas of several important foreign investors. 
Sources of data are mainly secondary, include extracts 
from the Governmental issues and reports from consulates of 
the corresponding countries. For the Japanese investment 
data, the Nikko Research Centre and the Nomura Research 
Institute are the two major sources of information, who 
have conducted their own research and have a resourceful 
'. 
library for reference. Whi+e for the united States, a 
comprehensive secondary information on the statistics of 
foreign direct investment is available from The American 
Library and The American .Chamber of Commerce in Hong Kong!> 
Consulates of fourteen -European countries have been 
contacted but only part of them h~ve conducted researches 
and hence provided the figures about their investment i~ 
Hong Kong. In the case of the Asian countries, there is 
also a lack of officially published and systematic 
statistics '~about direct investment, neither available from 
the Hong Kong Government, nor the foreign countries~ 
Therefore, statistics from a limited number of articles and 
the annual survey report in the manufacturing sector done 
by the Industry Department are used as the maj o:r' 
references. 
3 
An Overview of Hong Kong
7
s Economic Structure 
… For the past two decades, Hong Kong has undergone an 
一 encouraging economic growth. The economic indicator, GDP, 
has exhibited a real compound annual growth rate of 7,6¾ 
over the period 1980-19&5. However, the annual growth rate 
was lowered in the late 1980s. For the period 1989-1990, 
economic growth was slowed down to approximately 2.8% 
(Table 1.1.1). Higher wages and inflation have contributed 
to the slower growth by reducing Hong Kong's 
competitiveness as a low-cost manufacturing centre for 
t ex t i l e s , toys, watches, and electronics. Many of these 
goods are now produced in southern China or southeast Asia« 
Table 1.1.1 Growth of GDP in Hong Kong, 1980-1990 
Real Growth Rate (percent per annum), 
80-85 86-87 87-88 88-89 89-90 
.GDP* 7 7 6 1 4 . 5 8.3 2.7 2.8 
Note:‘ . 一 —.— 
•k GDP is measured at constant (1980) market prices on an 
expenditure-based estimate. ‘ 
Sources: 
Calculated from Census and Sta t i s t ics Department, Hong Kong 
Monthly Digest of S ta t i s t ics (Hong Kong: Government 
Printer , August 1991). 
Resulting from the movement of manufacturing base from 
Hong Kong to neighbouring regions,七he relative importance 
of the manufacturing sector has diminished. I t s 
contribution as a share of GDP has decreased from 30.9% in 
1970 to 18.3% in 1989. While the services sector, 
including the tradit ional services like wholesale, r e ta i l 
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and trades, as well as the financial services, have gained 
much importance since the 1980s. This 七wo categories of 
services combined accounted for 43.6% of GDP in 1989 (Table 
1.1.2). 
Table 1.1.2 Percentage of GDP bv Industrial Origin. 1970-89 
1970 1973 1976 1979 1982 1985 1988 1989 
Manufacturing 30.9 26.5 28.2 26.6 20.7 21.9 20.1 18.3 
Traditional 19.6 21.5 21.0 20.9 19.1 21.8 23.8 23.9 
Services 




Newly 14.9 19.2 17.8 22.6 22.6 16.3 19.2 19.7 
Developed Services 
Financing, insurance 
real estate and 
business services 
Source: 
Calculated from Census and Sta t i s t ics Department, Estimates 
of Gross Domestic Product (Hong Kong: Government Printer; 
various years). 
I 
J A I t h o u g h the manufacturing sector is s t i l l by far the 
largest employer, the employed persons as a percentage of 
the working population have actually decreased tremendously 
from 47% in 1971 to 28.2% in 1991. While the services 
sectors, especially the financial services sector, have 
begun to absorb more and more labours (Table 1.1.3). This, 
i s actually an indication of change in the economic 
structure which requires policy makers‘ attention in human 
resources planning in order to meet the demand of labour 
for future development. 
5 







 Working Population bv Industry (Percent) f 
1971—91 
, 1 9 7 1 1981 1986 皿 
Manufacturing 47.0 41.3 J5~8 
Traditional Services 16.2 19.2 22.3 22^5 
Newly Developed Services 2.7 4.8 6:4 1D.6 
Total (in 1,000 persons) 1547 2404 2643 2725 
Sources: 
Census and Sta t i s t ics Department, Hong Kong Monthly Digest 
of S ta t i s t ics (Hong Kong: Government Printer, various 
years). 
An Overview of Honcr Konq
/
s Urban Development 
The development process of Hong Kong can be best 
explained by the interaction between the dynamia character 
of private enterprise and the reactive nature of public 
response. From the 1940s, led by the influx of immigrants 
\ 
from China, Hong Kong developed an export manufacturing 
sector relying on imported raw materials processed by cheap 
,
 1
 yet productive local labour. Production was organized in 
small-scale, specialized factories capable of changing 
quickly from one product to another in accordance with 
market demand. Lacking purpose-built space, factories were 
forced to establish in residential buildings or in squatter 
areas where also became home for factory workers. 
Government response to the needs of industrialization 
was not immediate. Guided by the Town Planning Division" 
factory owners and real estate developers slowly bui l t up 
those industrial s a t e l l i t e areas (figure 1.2.1A) . In 1954 
the government launched a massive program of public housing 
二 6 
construction, i n i t i a l l y to r e se t t l e squatters occupying 
valuable s i t e s . Later th i s program expanded into a more-
comprehensive ef for t to rehouse a l l Hong Kong residents 
l iving in substandard一quarters. Now the public housing 
es ta tes provide housing for close to half of Hong Kong^s 
population and i t s stock i s s t i l l increasing. I t help to 
s tab i l i ze wages and thereby l e t Hong Kong gain a favourable 
competitive position in the international labour market。 
In the meantime Hong Kong was beginning to feel the 
pressure of the container revolution of the mid-1960s and 
to suffer from the po r t ' s infer ior position re la t ive to 
other Far Eastern ports . To maintain the t e r r i t o ry 
export manufacturing, the Public Works Department's Port 
Works Division designated a container port location at Kwai 
Chung, and called for the.private sector to tender plan and 
costs . The privately run and government-regulated 
i 
terminals started operation in 1972, expanded and grew to 
be the world's leading port . 
In the la te 1960s the government began to develop the 
New Towns, which are further removed from the main urban 
area (figure 1.2•1A). The New Towns program was intended 
to take pressure off the overcrowded central d i s t r i c t s by 
creating basically self-contained communities where 
industr ia l employers could relocate to purpose-built space 
and draw their work force from a large pool of residents 
housed nearby. Although the government has been able to 
\ 7 
decentralize workers, through the large-scale construction 
of infrastructure and public housing in the New Towns, i t 
has had far less success in decentralizing workplaces, 
which are located through private decisions. As a resul t , 
the New Towns are not self-contained economically and, 
because of deficient transportation linkages with 
employment centers in the urban area, imposed a high degree 
of isolation, especially in the more remote towns. 
By the mid-1970s, the services sector began to grow 
and become an important act ivi ty in their own right in Hong 
Kong. The need arose for suitable office premises to house 
the operations of service-related employers. Most of them 
preferred to locate in or very near to the central business 
d i s t r i c t (CBD) on Hong Kong Island, creating an intense 
demand for centrally located s i tes that manifested i t se l f 
in high land prices and inflated rent levels. The private 
I -
sector response to th i s growing demand in two ways. Firs t , 
areas to the east and west of the tradit ional CBD were 
gradually redeveloped with high-rise office structures 7 
creating a chain of subsidiary office centres along Hong 
Kong Island's northern shore and across the harbour in 
Kowloon (figure 1.2.2A) • Second, the use of land in the 
CBD and surrounding areas intensified greatly both 
physically and in the amount of capital invested in 
building construction per unit of land. The trend towards 
capital intensification has had side effects as 
wel 1 u 
including the capture of much of the CBD's office space by 
"V 8 
multinationals and other tenants able to afford the high 
rents , the displacement of smaller companies to the 
… emerging subsidiary centres or across the harbour, and the 
dispersal of some of the CBD's retai l ing to commercial 
complexes removed from the centre. 
Government responses to the needs have been neither 
rapid nor comprehensive. Most significant has been the 
appointment of a special committee in late 1970s to advise 
on the Victoria Barracks which occupied approximately 25 
acres of land directly south of the CBD on the island. The 
area was f inal ly rezoned into government, commercial, and 
、 
recreational uses, and the military fac i l i t i e s were moved 
out of ttie urban areas. Five million square feet of 
off ice , hotel, and shop floor space were made available c 
On the Kowloon peninsula, the East Tsim Sha Tsui 
development of office, hotel, commercial, and public open 
I 
space was made possible by returning the Chatham Road Camp 
to the government in the mid-1970s, a transaction that 
extended the existing tour is t d i s t r i c t eastward by 50 
acres. 
The government has also made reclaimed land available 
for development. Since the 1920s, Hong Kong has bui l t i t s 
CBD on harbour landf i l l . In the late 1970s, approximately 
1 1 5 acres of reclaimed land northeast of the CBD were 
completed. Originally zoned for residential use, th i s area 
was rezoned for government and other land uses, including 
9 
off ices . I t also gave the government planners an 
opportunity to provide specialized f ac i l i t i e s used by 
businesses, such” as the Convention and Exhibition Centre 
opened in 1989. 一 The reclamation will continue into the 
1990s, supplemented by the release of some CBD s i tes 
occupied by public buildings like f i r e stations for private 
use. Across the harbour, newly reclaimed land has been 
allocated for a major expansion of Kowloon's principal 
tour i s t and office d i s t r i c t . The government' s plan to 
relocate the airport from Kowloon to Lantau Island will 
indirect ly bolster office and commercial development by 
removing airport-related height restr ict ions that now limit 
the size of buildings in Kowloon (figure 1.2.2A). 
In the most recent phase of development, Hong Kong hae 
emerged into a metropolitan for international trade and 
information exchange. The Metroplan Selected Strategy has 
I 
been approved by the Executive Council in September 1991 to 
provide a planning framework for public and private sector 
development with the aim of making the city a bet ter place 
in which to live and work. Rather than a program of works 
by i t s e l f , i t i s a conceptual strategy for developing and 
upgrading the metro area of Hong Kong Island, Kowloon and 
New Kowloon, Tsuen Wan and Kwai Tsing. 
勢 
Under the Metroplan, the ci ty should grow in size by 
about 30% from 6500 hectares, with the overall density of 
population of 七he metro area fal l ing from about 650 persons 
• 
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to about 500 persons per hectare at a design population of 
4.2 million people. With an assumed time horizon of 2011, 
the Selected Strategy sets out broad patterns of land use 
within a network of principal highways and railways and 
proposes various guidelines with regard to the type, form 
and density of different kinds of development. The 
restructuring of the ci ty takes particular account of the 
new development opportunities available through the 
eventual relocation of the Kai Tak Airport in 1997 and the 
completion of the West Kowloon Reclamation. Together with 
other major reclamations, these areas will also provide an 
opportunity to help restructure obsolete areas, using the 
resources of such bodies as the Land Development 
Corporation, the Housing Authority, the Housing Society and 
private developers. 
The special features of the Selected Strategy include: 
I 
(1) provision for the growth of the CBD through extensions 
onto the Central-Wan Chai Reclamation, with the 
development of new offices and hotels around key 
transport interchange points, e.g. West Kowloon, 
Diamond Hill and Quarry Day; 
(2) parts of certain obsolete industrial areas at Kwun 
Tong South, San Po Kong and Central Kwai Chung will 
have to be replanned and redeveloped for other 
uses 多 
二. 1 1 
(3) areas where there are concentrations of obsolete 
public housing estates - especially in East Kowloon 
- and Kwai Chung - will be redeveloped by the Housing 
'- Authority to improved standards ； 
(4) areas of obsolete private housing, such as To Kwa Wan, 
Mong Kok and Central Tsuen Wan, will be thinned out 
through redevelopment to new town standards, wherever 
practicable; 
(5) provision will be made for an interlinked system of 
open spaces on new areas of reclamation with a to ta l 
of 33 kilometres of waterfront promenades while s i tes 
for 215 urban fringe parks have also been identif ied. 
To achieve these objectives, a series of Development 
Statements will be produced to provide a planning design 
I 
brief for each d i s t r i c t with pr ior i t ies being given to West 
Kowloon, Tsuen Wan 一 Kwai Tsing and To Kwa Wan 一 Kai Tak., 
Most planning concerns under the current development 
process involved land, sea, and air t r a f f i c - specifically 
in the container port and the international airport,, 
Increasingly the government has had to perform an active 
role by taking the in i t i a t ive in developing social overhead 
capital projects. No longer can i t simply react to the 
mode of private enterprises. Past policies in Hong Kong 
have alternated between favouring a decentralized urbaja 
12 
form because of land avai labi l i ty , and encouraging a more 
concentrated development pattern for more ef f ic ient land 
u t i l i za t ion . The choice of . policy has ^  depended on 
planners' perceptions of the dominant set of jneeds created 
by the t e r r i t o ry ' s economic growth. The pendulum now is 
swinging towards centralization, with new land for 
development in the 1990s to be reclaimed from the harbour 
adjacent to the present urban core. The government tends 
to undertake projects with an inst i tut ional arrangement 
whereby the projects can be reverted to the private sector 
as soon as they prove to be profitable, in order to 
maintain the free market economic system. 
、 
Hong Kong is now confronted with greater competition 
for space, intensif icat ion in the use of land and 
infrastructure. These are the outcomes of the urban 
development process that i s faced by the planners as a 
i ‘ 
tremendous challenge in the years to come. 
Background of FDI in Hong Koncr 
FDI pave become phenomenal only in the post-war years. 
& . 
Before the Second World War, indirect foreign investments 
were about twice the amount of direct foreign investments 
which were confined mainly to investments by European 
countries in their colonies in mineral extraction and 
trading. But the tremendous growth in world trade and the 
emergence of big international corporations af ter the War 
13 
have brought about rapid increases in direct foreign 
investments. Today, the pre-war proportions are reversed2 
di rec t foreign investments are much greater than indirect 
foreign investments• 
FDI have more posit ive and predictable impacts on Hong 
Kong. They bring in capi ta l , technology, management and 
even ready overseas markets. They help develop resources, 
re l ieve bottlenecks in foreign exchange, improve • 
u t i l i z a t i on of productive factors, widen the local industry 
base, and generate income and employment. The contribution 
of FDI in terms of export sales and employment offered are 
、 
shown in Table 1.3.1 and Table 1.3.2 respectively. The 
export sales originated from FDI had accounted for about 
20% of to t a l domestic exports in 1990. While employment 
provided by FDI had been, maintained steadily at about 12% 
of t o t a l employment in the manufacturing sector. 
\ 
Table 1.3.1 Exports from FDI as Percentage of Domestic 
Exports 
1983 1986 1988 1990 
% of FDI exports* 17.8 19.4 23.4 20.2 
Domestic exports 104,405 153,983 217,664 225,875 
(HKD millipns) 
Note: 
* FDI exports are values of exports for a l l overseas 
markets. 
Source: 
Calculated from Industry Department, Report on Survey of 
Overseas Investment in Hong Kong's Manufacturing 
Industries, various years• 
• 二 ‘ 1 4 
Table 1.3.2 Employment from FDI in the Manufacturing Sector 
… 1986 1988 1990 
FDI employment in the一 
manufacturing sector (一%) 12.19 12.31 11.80 
Total employment in the 
manufacturing s e c t o r000 ) 946.7 877.9 764.7 
Source: 
Calculated f r o m Census and Statistics Department, General 
Household Survey, Labour Force Characteristics (Hong Kongs 
Government Printer , various years) and Industry Department, 
Report on Survey of Overseas Investment in Hong Kong f s 
Manufacturing Industries , various years. 
The existence of FDI in the form of foreign-owned o r 
foreign-controlled. corporations inevitably adds new 
dimensions to Hong Kong in formulating and implementing i t s 
economic policies. On the negative side, they may cause 
embarrassment to the Hong K o n g government because their 
I 
operations ‘ may induce capital outflows in the form of 
# 
dividends and service payments o r create sectoral 
unemployment with their labour-saving technologies. But 
their overall economic impacts are generally regarded as 
favourable. The amount of FDI as a share of GDP is shown 
in Table 1:3.3. I t can be seen that the investment value 
has increased roughly in phase with the growth of GDP 炉 
resulting in a relatively stable percentage of 5.5 to 6% 
during the 1980s. 
15 
Table 1.3.3 Foreign Direct Investment as a Percent of GDP 
1983 1985 1987 1989 細 
FDlVGDP
2
(%) 5.5 5.9 5.7 ‘ ^ 
Note: 
1- Value of investment at original cost-
2. Expenditure-based GDP at current market prices. 
Source: 
Calculated from Census and Sta t i s t ics Department, Hong Kong 
Monthly Digest of S ta t i s t ics (Hong Kong: Government 
Printer , various years) and Industry Department, Report on 
Survey of Overseas Investment in Hong Kong
7
s Manufacturing 
Industries, various years. 
Hong Kong provides an excellent environment for 
foreign investors. Though i t has no mineral resources and 
the local market i s small, i t possesses an ideal 
geographical location, a res i l i en t labour force, no 
exchange controls and import restr ic t ions, a comparatively 
low tax system and a stable government with a declared 
policy of maintaining conditions which foster growth of 
businesses with minimum interference. In additiony 
I 
foreigners in Hong Kong face l i t t l e social discrimination 
and few pol i t ica l hazards. The combination of these 
favourable factors produces a very attractive business 
climate. Thus, even though the government does not grant 
any special concessions to foreigners or directly approach • 
i . 
them for investments, overseas capital has continued to 
flow in, keeping the Hong Kong economy going and growing。 
Manufacturing i s the only important sector in which 
foreigners do not dominate over local investors• The fact 
that foreign investors have put the bulk of their 
16 
investment into the service sector i s consistent with Hong 
Kong becoming an increasingly service-oriented economy. 
However, the Hong Kong Government has kept a l i s t of 
establishments with foreign ownership interests in the 
manufacturing sector but not in other sectors. This i s not 
surprising for several reasons. Firs t , foreign direct 
investment analysis in the existing l i terature usually 
focuses on manufacturing, as by far the majority of the 
leading investing corporations in the world are 
manufacturing corporations. Their major area of investment 
in teres ts l ies in manufacturing too. Second, to the 
receiving country, foreign direct investments in 
manufacturing generate more . income and employment: than 
investments in other sectors. In other words, the economic 
benefits per dollar of foreign investment are greatest in 
manufacturing. Third, investments in manufacturing are 
usually longer term and less volat i le than investments in 
t 
commerce and finance because the fixed real assets are not 
as mobile as money capital or trading assets. 
The views of foreign investors were often sought in 
our annual overseas investment surveys about the advantages 
i ‘ 
of Hong Kong as an offshore base. Among many other 
favourable factors, the following ones stand out: 
(1) Hong Kong's good geographical location in the region 
and the eff ic ient and excellent transport and 
communication links with other parts of the world; 
• • 
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(2) Hong Kong is a natural point of entry into China, in 
particular, for the more economically open sou七hern 
Part; … 
(3) Attractive investment environment in general, compared 
to other countries； 
(4) Excellent infrastructure and service f ac i l i t i e s ; 
(5) Efficient port, one of the largest in the world; 
(6) Established legal framework, catering well to 
international trade. 
For foreign companies, low taxes, the freedom of 
business transactions, minimal government interference and 
hard-working labour force and good living environment for 
foreign employees are also observed to be important 
factors. That foreign investment in Hong Kong has grown 
rapidly in the absence of. direct subsidies or incentive is 
a forceful testimony of the advantages which Hong Kong 
i 
offers . ‘ 
What Has The Hong Kong Government Done? 
Hong Kong's effor t at attracting industrial investment 
t» 
from overseas started in the early 1970s. Until then^ 
there was l i t t l e in the way of organized act ivi t ies in th is 
f i e ld . Investment promotion started with senior off icers 
of the Commerce and Industry Department undertaking 
missions overseas to promote Hong Kong as a manufacturing 
centre. Several trade and industrial organizations ^  
18 
notably the Trade Development Council and the Hong Kong 
General Chamber of Commerce made similar effor ts in th i s 
f i e ld . In October 1975, a Coordinating Committee on 
Industr ial Investment Promotion was formed to coordinate 
the ef for ts of the various bodies active in th i s f ie ld . 
The committee's objective was to obtain the maximum 
possible benefit from the compared resources and joint 
e f for t s of the three organizations. At that time, the 
Trade Industry and Customs Department (now the Industry 
Department) took over the principal responsibility for 
industr ial promotion, and consequently the Coordinating 
Committee on Industrial Investment Promotion was wound up. 
In undertaking th is task the .Industry Department works in 
consultation with the Infrastructure and Support Services 
Committee of the Industry Development Board, and also 
maintains close day-to-day liaison and co-operation with 
the Hong Kong Trade Development Council, the Hong Kong 
I 
General Chamber of Commerce, the-Federation of Hong Kong 
Industries, the Chinese Manufacturers' Association of Hong 
Kong, the Hong Kong Productivity Centre, and other 
interested trade and industrial organizations. 
The Government's economic policy of minimum 
interference with the workings of the market place i s well-
known . But an essential element of this policy i s the 
appropriate subsidy through the provision of an ef f ic ien t 
infrastructure, legal and tax systems in which trade and 
industry can flourish. For instance, though Hong Kong is 
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. . . ac tua l ly a city s ta te without significant industr ial 
location difference for investment, the Government i s 
providing some industr ial estates especially in the New 
一 Terr i tor ies . 
Currently the Hong Kong Industrial Estates Corporation 
(HKIEC) i s responsible for managing two existing industr ial 
es ta tes (a third estate i s being constructed). The Tai Po 
Industrial Estate, which has a to ta l of 69 hectares of 
land, is vir tual ly f u l l , only about 3 hectares remaining in 
the zone reserved for very high-technology industries. 
Considerations being given to granting two additional small 
H 
s i t e s , about 3 hectares in to ta l , to the Tai Po Industrial 
Estate. The Yuen Long Industrial Estate has 67 hectares of 
industr ial land, about 58% of which has already been sold 
or allocated to manufacturers. In 1990, with the help of 
the Infrastructure Support Division of the Industry 
Department,' the HKIEC processes a to ta l of 10 applications 
for s i t es in the two industrial estates, resulting in the 
sale of 10 hectares of land to 9 companies. 
To provide for future needs, the Industry Department 
coordinated the steps necessary within the Government for 
the establishment of a third industrial estate in Tseung 
Kwan O. The proposed s i t e will occupy a gross area of 
about 100 hectares and provide about 70 hectares of 
industr ial land for sale
1
. 






In order to strengthen the industrial investment 
promotion work, the Industry Department established what we——-
cal l a 、One Stop Uni t , in i t s head office in 1981. The 
part icular objective of promoting and fac i l i ta t ing overseas 
investment i s carried out through the One Stop Unit and a 
Research and Targeting Section in Hong Kong and five 
overseas Industrial Promotion Units in New York, San 
Francisco, Tokyo, Brussels and London. Each section i s 
headed by a specia l is t ic Principal Consultant, supported by 
a Trader Officer. The Principal Consultants have 
considerable knowledge and experience of Hong Kong's 
industry and extensive contacts both in private and 
Government sectors. They are therefore able to ass is t 
potential investors both in Hong Kong and from overseas. 
They also undertake promotion work in Hong Kong through 
seminars, often in cooperation with local bodies and 
through regular v i s i t s to factories and other contacts with 
I 
organizations, indus t r ia l i s t s and businessmen. In addition 
they act as counterparts to the i r colleagues overseas^ 
keeping them up-to-date on developments in Hong Kong and, 
in part icular , arranging v i s i t programs for potential 
investors referred to the One Stop Unit by the overseas 
i 0' 
off ices . 'They also organize outward missions from Hong 
Kong and arrange programs for inward missions arranged by 
the overseas offices• The overseas offices are essential 
as a means of improving and developing contacts with would-
be investors, and as a means of publicizing the f a c i l i t i e s 
and advantages that Hong Kong has to offer. 
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The Industry Department uses a number of di f ferent 
techniques in i t s investment promotion work. The mix will 
vary to sui t the circumstances, but the techniques include: 
(1) The establishment and cultivation of personal contacts 
with organizations, companies, individuals and the 
media. Experience has shown that direct contact with 
potential investors i s the most effective techniques; 
(2) Giving the maximum possible advice, encouragement and 
assistance to those showing an in teres t in 
manufacturing in Hong Kong； 
(3) Expanding the range and number of contacts by, for 
example, direct mail and ^cold' cal ls ; 
(4) Participation in and organization of seminars； 
(5) Undertaking speaking engagements； 
(6) Participation in and organization of indus t r ia l i s t s 
missions to Hong Kong; 
I 
(7) Participation in and organization of outward missions 
from Hong Kong, both indust r ia l i s ts and a l l o f f i c i a l s ; 
(8) Attendance at or participation in industrial and trade 
fa i r s and exhibitions； and 
(9) Publicizing Hong Kong's attractions as a manufacturing 
centre through advertisements, emotional and other 
a r t ic les in the media and press, radio and TV 
interviews. 
The ultimate aim of a l l these techniques i s the same ™ 
establishing personal contact with, and developing the 
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confidence of potential investors in Hong Kong to the point 
where they are willing to accept the commitment involved in 
set t ing up a manufacturing operation here. 
In undertaking promotional ac t iv i t ies , the s taf f are 
supported by a comprehensive range of promotional 
l i t e ra tu re and two films (one aiming at overseas investors 
and the other one at local industrialists)• The 
publications and films are regularly updated and are well 
received by potential investors and generally a large 
number of enquiries. In the past, advert i s ement s in 
overseas media were decided and arranged on an ad hoc 
basis. To achieve cost effectiveness, the Industry 
Department has appointed a professional advertising agency 
to undertake an overseas publicity campaign. The agency is 
contracted to advise on media selection, design and produce 
artwork, and place advertisements. 
i 
In order to make an economy progressing towards a 
higher technological base, the Hong Kong Government 
recognizes the need to increase the number of university 
graduates, to improve the quality of ter t iary education and 
to provide'more training in those much needed engineering 
sk i l l s applicable to manufacturing. To quote a few 
I 
figures, the government has planned to increase 
substantially the number of f i rs t -year first-degree places 
from 7,500 to 15,000 by 1994/95. A third university with 
emphasis on professional disciplines, the Hong Kong 
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University of Science and Technology took in the f i r s t 
batch of students in la te 1991. The Vocational Training 
Council's technical ins t i tu te and training centres provide 
off-the-job basic or updating training for about some 
25,000 trainees a year to sk i l l levels ranging from the 
operative to the technologists in the manufacturing 
industries as well as in commerce and service sectors. 
A more comprehensive scheme of training in new 
technologies s t ra tegical ly important for economic and 
industr ial developments will soon be implemented -
technologies such as ASIC design engineering, computer 
h 
aided design of p r in t ed c i r c u i t bdards, 
mechatronics/robotics, optics, radio-frequency and 
microwave technology etc . A fund of HK$55 million has been 
set aside to finance the. budget. Under the scheme, loans 
wil l be made available to employers sending their 
I 
technologists and managers for training concerning the 
pract ical use and application of new technologies. Some 
400 applicants are expected to benefit from the scheme each 
year. 
Hong Kong Government also sees the development of a 
local R&D capability crucial for technologies to be 
usefully applied in the particular circumstances of Hong 
Kong's industrial environment. The government i s thus 
seeking to improve the R&D capabilities of the t e r t i a ry 
education inst i tut ions. The funding for the 1988-91 
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triennium has been planned for HK$120 million. There are 
examples of private support for R&D. Recent examples of 
.funding provided to the t e r t i a ry insti tutions include 
HK$3 00 million donated by the Royal Hong Kong Jockey Club 
for the establishment of biotechnology ins t i tu tes 
respectively in The Chinese University of Hong Kong and the 
Hong Kong University of Science and Technology (HKUST), and 
the grant of HK$100 million by Hong Kong Telecommunications 
Ltd. to HKUST to set up an information technology research 
ins t i tu t e . 
The Hong Kong Industrial Technology Centre is targeted 
to be ful ly operational in. 1993 with the design and 
development services and technology transfer f ac i l i t y 
expected to be established in 1991. The Centre will act as 
an incubator to stimulate the increase in innovative new 
technology-based firms, provide accommodation to stimulate 
I 
the growth of small technology-based business, ass is t these 
firms with product design and development, and f ac i l i t a t e 
the transfer of technologies relevant to Hong Kong's 
industry, and to help with the commercial exploitation of 
research undertaken locally. 
i •• 
Economically, Hong Kong have a global, as well as a 
regional f role to play. Last year, the Hong Kong 
Government set up the International Business Committee, 
under the chairmanship of the Chief Secretary. This 
Committee i s more than just a symbol of the key role which 
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overseas investors and companies will continue to play in 
Hong Kong. I t brings together representatives of a l l the 
foreign chambers of ^ commerce in a high-level forum where 
major practical issues of concern to the overseas community 
can be discussed. This community i s growing fa s t . The 
t o t a l number of overseas companies based in Hong Kong has 
increased for the las t five years at the rate of nearly 60 
per year. This i s a net figure: new arrivals far more than 
compensate for the few, over-publicized cases of companies 
deciding to leave. These international links are 
important, not only because of the investment they bring 
into the te r r i tory , but because Hong Kong will continue to 
depend in the 1990s on i t s abi l i ty to respond quickly to 
the fluctuating demands of worldwide markets. This does 
not mean that Hong Kong can afford to neglect the 
t radi t ional trading partners, such as USA. But i t does 
mean that Hong Kong must take advantage of the new 
I 
commercial and financial relationships emerging, not only 
in China, but around the world. 
Honcr Kong As a Stacring Area 
Hong Kong's geographical and historical position has 
been perceived by many business and financial ins t i tu t ions 
as a logical - and most pleasant - staging point for 
managing business throughout the Asia Pacific. I t s strange 
relationship to China i s perceived by outsiders as an 
asset , not a l i ab i l i t y . Many American businesses also 
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perceive the changes here, and those in China i t s e l f , as 
creating what described as、a golden opportunity to carve 
a deeper niche in the China market'. 
The perception of Hong Kong as a staging point for 
Asia Pacific business i s especially found among those 
multinational enterprises that provide wide-ranging 
services, as well as produce goods. Moreover, many of the 
multinationals are gradually being transformed from 
producers of goods to producers of services. This trend 
can only work in Hong Kong's favour. 
H 
If the Chinese leaders come to recognize th is pattern 
of change in how the world economy works, they will 
increasingly treasure Hong Kong, a cr i t ica l link between 
t radi t ional ways of doing things and the fast-changing 
world marketplace. Hong Kong can act as a channel, and as 
I 
a f i l t e r , for drawing the world's technologies into China 
and putting these technologies to work in effective wayse 
Hong Kong can be a buffer, to cushion the shocks of change 
within China that the vo la t i l i ty of world markets might 
otherwise cause. For Western enterprises r Hong Kong i s the 
zj 
bridge to them characterized by i t s own ways, i t s own 
identi ty, i t s own process of adaption and growth. If Hong 
Kong did not exist , world business would soon invent a Hong 
Kong. Keeping the confidence of people in the i r own 
personal future is the precondition for economic successo 
The greatest danger would not be that of outward drain of 
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capital , but rather a brain drain, an outflow of mobile 
people. 
一 There could, of course, be panic and f l ight in Hong 
Kong. This can also happen with major world banks. I t can, 
and does, happen in many developing countries, and in 
• Western Europe, as people and capital run away to the 
United States. But confidence is what confidence i s - a 
s ta te of mind, not a fixed capital asset. So far, 
confidence in the face of adversity has been the hallmark 
of Hong Kong. Is there any good reason why th i s should 
change? The momentum of economic growth here suggests 
otherwise. Aiming at improving the prosperity and quality 
of l i f e in the year approaching 2000, las t y e a r , the 
government began a series of programs which will transform 
the infrastructure； upgrade social services; and modernize 
the pol i t ica l system. All those steps are necessary not 
1 
only for local people confidence, but equally important, 
are for overseas investors' interest and confidence. 
^ . 
二 ‘ 2 8 
CHAPTER II 
AN OVERVIEW OP FOREIGN DIRECT INVESTMENT IN HONG KONG 
Foreign direct investment is an important means by 
which capital , management sk i l l s , technology, new products 
and employment opportunities are introduced to Hong Kong. 
Unfortunately, besides the manufacturing sector, Hong Kong 
does not have a comprehensive system for recording the 
inflow of foreign direct investment. The data outside the 
manufacturing sector i s largely dependent on s t a t i s t i c s 
from the economies that are the sources of such investment. 
Therefore, only limited and, in some cases^ 
inconsistent information, i s available on foreign direct 
investment in Hong Kong. This i s especially true for 
\ 
sectors outside manufacturing. However, i t will be shown 
that the cumulative to ta l of investment has been 
considerable, part icularly in non-manufacturing sectors.. 
In the following, we will have an overview of foreign 
direct investment in the manufacturing industry, and for 
non-manufacturing sectors, due to limitation in 
information, the banking industry will be chosen as a 
representative for discussion. 
29 
Foreign Direct Investment in the Manufacturing Industry 
Foreign direct investment in Hong Kong's manufacturing 
industries has begun to assume significant proportions 
since the 1970s. A recent survey carried out by the 
Industry Department identified that out of the 618 foreign 
investments in 1990, 82 were made before 1970. Between 
1970 and 1979, there were on average 17 new investments 
each year. For the period 1980-84, the average annual 
number of new investments was 28, and for 1985-90, i t was 
39. In 1990 there were 13 new investments. 
Among these 618 investments, the largest source 
country was Japan (173), which was followed by the United 
States (128), the United Kingdom (58) and China (40》。 
These four great investors accounted for 65% of the to ta l 
number of investments. 
I 
During the period 1985-1990, total foreign investment 
in the manufacturing industry grew from HK$11,830 million 
to HK$30,933 million, or an increase of 161.5%. The United 
States had assumed the leader among the foreign investors 
i •• 
before 1990, and had a share of more than 50% of the to ta l 
foreign investment in 1985. However, her share was 
continuously decreasing and down to 30.6% in 1990. The 
position was taken away by Japan in 1990, with an 
investment amount increased by nearly three times that in 
1985, she had a share of 31.5% or HK$9,752 million. Though 
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the share was only 2.5%, German investors seemed to be 
quite aggressive, increasing thei r investment from H K $ 1 2 4 
million in 1985 to HK$784 million in 1990, a growth of more 
than five times. Eveix in 1990, when most of the foreign 
investors had a reduction in investment, possibly in 
response to the June 4 event, German and Japanese investors 
showed their confidence by increasing their investment by 
34.5% and 12.8% respectively. Their contribution had made 
them the sixth and the f i r s t largest investors in Hong Kong 
(Table 2.2). 
Table 2.2: Foreign Investment in Manufacturing Industries 
by Country 1985-90 
1985 1990 85/90 8 9 / 9 0 
HK$Mn. % HK$Mn. % % change % change 
USA 6314 53.4 9470 30.6 50.0 1.9 
Japan 2496 21.1 .9752 31.5 290.7 12.8 
China n.a. n.a. 3288 10.6 10.3 3.5 
UK 796 . 6.7 2200 7.1 176.4 0,0 
一 1 Aust. 191 1.6 639 2.1 234.6 -37.4 
Holland 381' 3.2 1154 3.7 202.9 -5.5 
Germany 124 1.0 784 2.5 532.3 34.5 
Swiss 298 2.5 505 1.6 69.5 -8 05 
Sing. 253 2.1 n.a. n.a. 
Philip. 303 2.6 n.a. n.a. 
Others 674 5.7 3141 10.2 
Total 11830 100.0 30933 100.0 161.5 4.0 
* Note: 1986- is used as the base year for comparison in the 
case of China. 
Source: Industry Department, Hong Kong Government. 
With respect to the investment by industry, the 
electronics industry was the largest during th i s period。 
I t s amount was increased by 116% to reach HK$9,224 million 
in 1990. In the mid-1980s, foreign capital had beein 
‘ __ t 
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signif icantly concentrated in the electronics industry, 
with a share as high as 40% of foreign investment had been 
reached. 工七 was un t i l the past two years that other 
industries like the e lec t r ica l and chemical products had 
grown in importance. 
The second largest industry was the e lec t r ica l 
products which accounted for 11% of foreign investment in 
1990. I t s amount was already more than t r ipled that of 
1985 though i t had a 2.5% reduction in 89/90. These two, 
together with t ex t i l e & garment and chemical products, 
formed the four largest foreign invested industries, 
、 
accounting for about 60% of the foreign investment in the 
manufacturing industry (Table 2.3). 
Table 2.3： FDI in Manufacturing Sector by Industry 1985-90 
1985 1990 85/90 89/90 
HK$Mn. % HK$Mn. % % change % change 
\ • 
Electronic 4273 36.1 9224 29.8 115.9 6.8 
Textile/G. 1205 10.2 3300 10.7 173.9 18.3 
Electr ical 913 7.7 3360 10.9 268.0 -2.5 
Chemical P. 804 6.8 2452 7.9 205.0 5.9 
Printing 678 5.7 1446 4.7 113.3 -36.6 
Food 832 7.0 1491 4.8 79.2 4.2 
Watch 604 5.1 1938 6.3 220.9 30.1 
Tobacco n.a. n.a. 1359 4.4 108.4 29.2 
Metal Pdt. 555 4.7 1206 3.9 117.3 -14.9 
Toys t '112 0.9 n.a. n.a. 
Non-metal 873 7.4 n.a. n.a. 
Others 981 8.3 5157 16.7 
Total 11830 100.0 30933 100.0 161.5 4,0 
* Note: 1986 is used as the base year in Tobacco. 
Source: Industry Department, Hong Kong Government • 
Comparing with 1983/ to ta l employment provided by 
foreign investment had grown from 89,033 to 90,262^ an 
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increase of 1.4%. The electronic industry was again the 
largest employer, offering 28.3% of to ta l employment in 
力 1990. However, i t s figure was actually decreased by 26.5% 
一 when compared with that in 1983. This reduction may 
re f lec t the automation process taking place in the industry 
and the sh i f t of manufacturing base to the Mainland China. 
Textile & clothing and e lec t r ica l products were the second 
and the third largest employer, the share of employment 
offered by them were 22% and 11.8% respectively. Again, 
these three main sectors had accounted for about 62% of 
to ta l employment offered by foreign investment (Table 2.4》》 
Table 2.4: Employment provided by Overseas Investment in 
Honcr Kong's Manufacturing Industry 
Industry 1983 1990 83/90 
Number Percent Number Percent % change 
Electronics 34824 39.1 25581 28.3 -26.5 
1
 Electrical 9569 10.7 10688 11.8 11.7 
Product ‘ -
Textiles 17205 19.3 19885 22.0 15.6 
& Cloth. 
Chemical 1625 1,8 3 048 3.4 87.6 
Products 
Watches 4086 4.6 6129 6.8 50»0 
& Clocks 
Food & 3559 4.0 4667 5.2 31.1 
Beverages 
Printing 广 2018 2.3 2883 3.2 42.9 
& Publish 
Tobacco 11.a. n.a. 1238 1.4 66.4 
Products 
Metal 3651 4.1 3452 3.8 -5.5 
Transport 1061 1.2 1773 2.0 67,1 
Equipments 
Others 11435 12.8 10918 12.1 -4.5 
Total 89033 100.0 90262 100.0 l e 4 
* Note: 1986 is used as the base year in Tobacco. 
Source: Industry Department, Hong Kong Government. 
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Foreign Direct Investment in the Banking Industry 
—»•；： , • 
Hong Kcrng is the second largest financial centre in 
Asia. This position i s made possible by i t s open economy, 
freedom of capital movement, a sound and well understood 
legal framework, ef f ic ient human and physical 
infrastructures, wide use of English, and a s trategic 
geographic location in an economically dynamic part of the 
world. 
There are four characterist ics in the Hong Kong 
banking industry. Fi rs t , it、is highly internationalized« 
Second, i t is relat ively volat i le , as shown by the banking 
c r i s i s in the las t three decades. Third, i t i s dominated 
by three major banking groups, which include Bank of China 
Group, Hongkong Bank Group and the Standard Chartered Bank« 
t 
Finally, most of the local banks are partly owned by 
foreign interests . 
The size of the Hong Kong banking industry has 
increased significantly in the las t few years, due to the 
increase in foreign banks. Up to September 1991, there are 
165 licensed banks in Hong Kong, of which, 135 banks are 
overseas incorporated
2
. Among the foreign investors, the 
Japanese and European banks are the most prominent (Table 
2.5). 
2
Ming Pao Daily, September 21 1991. 
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Table 2.5: Licensed Banks in Hong Kong 
Ownership 85 M 87 M M 90 Change 
Hong Kong 23 20 19 19 15 15 -8 
China 13 15 15 15 15 15 2 
Japan 20 25 26 28 30 31 11 
others 20 24 26 25 22 27 _7 
Asia & Pacific 76 84 86 87 87 ?8 12 
Europe 35 37 40 45 50 52 17 
Middle East 2 2 2 2 2 2 -
Canada 6 6 6 6 6 6 -
U.S. 24 22 21 20 20 20 ^ 
Total 143 151 155 160 165 168 25 
Source: NRI HK Ltd, Hong Kong Banking Sector, 5 Nov, 91. 
However, in the coming years, the increase in the 
number of foreign ,banks is expected to slow down for two 
reasons. Firs t , many foreign banks have slowed down their 
overseas expansion, as a resul t of the new capital adequacy 
requirement of the Bank of International Settlement. 
Second, many European banks have shifted their focus to 
1
 Eastern Europe recently, and this should also slow down 
thei r expansion in the Asia Pacific Region. 
In Hong Kong, most of the foreign banks focus on 
wholesale and merchant banking. They account for about a 
quarter of the to ta l bank deposits and their market shares 
in r e t a i l banking are relat ively small. The estimated 
share of the foreign banks in the local r e t a i l banking 
market i s only 15%. Although the market share and the 
network of foreign banks in Hong Kong is relatively small 
(Table 2.6, 2.6a), they account for more than three 
quarters of the to ta l assets of the licensed banks in Hong 
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Kong. Among the foreign banks, the Japanese banks are the 
larges t group in term of assets and growth, accounting for 
58% of the aggregated balance sheet (Table 2.7) . 
Table 2,6; Market Shares of Banks in HK (deposits, k) 
Ownership 1986 1987 1988 1989 1990 
China 21 23 22 21 22 
Europe 13 13 14 13 12 
Japan 3 3 4 4 5 
USA 7 7 6 6 6 
HK/other* 56 54 54 56 55 
Total 100 100 100 100 100 
Loans Used in Hong Kong 
Ownership 1986 1987 1988 1989 1990 
China 16 16 16 14 13 
Europe 16 17 18 18 17 
Japan 18 21 23 25 26 
USA 12 10 9 9 10 
HK/other* 38 3 6 34 34 34 
Total 100 100 100 100 100 
1 
* Market shares of other foreign banks are negligible. 
Source: NRI HK Ltd, Hong Kong Banking Sector, 5 Nov, 91. 
Table 2.6a: Branch Networks of Different Banks 
Average 
“ Office No. of 
“ No^  No> Office 
HK Bank Group ‘ 3 397 
Stand. Chart. Bank 1 116 
Bank of China Group 13 302 
Foreign Banks 129 262 2.0 
Other local banks 22 479 21.8 
Total 168 1,556 9.3 
Source: NRI HK Ltd, Hong Kong Banking Sector, 5 Nov 1991 
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Table 2.7: Assets of different kinds of banks fpercent) 
Ownership 1985 1986 1987 1988 1989 1990 
China 7 8 7 8 8 8 一 
Europe 9 17 15 14 13 12 
Japan 36 46 55 56 56 58 — 
USA 11 9 7 6 6 6 一 
Others 27 20 16 16 17 16 
Total 100 100 100 100 100 100 
Growth of their assets (percent) 
Ownership 1986 1987 1988 1989 1990 
China 48 38 33 10 21 
Europe 26 30 5 13 10 
Japan 75 80 18 15 28 
USA 12 10 -1 18 15 
Others 5 20 14 18 22 
Source: NRI HK Ltd,, Hong Kong Banking Sector, 5 Nov, 1991。 
Since most foreign banks do not have a large branch 
network in Hong Kong, their deposit bases are very small。 
Backed by their overseas parent banks, they borrow heavily 
r 
from the Hong Kong and overseas interbank market. As a 
resu l t , comparing with the local and Chinese banks, they 
usually have a very high loans to deposits ratio., 
par t icular ly those with single-branch licenses which use 
Hong Kong as a fund raising centre (Table 2.8). A 
i J 
i 9 
comparison between local & Chinese banks and foreign banks 
has be summarized in Table 2.9. 
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T a b l e
_2.8 :_Honcr Koncr Dollar Loans to Deposits ra t io 
(percent、 
1988 1989 1990 ) 
All banks 100 113 111 
Local banks 71 76 75 
Chinese banks 99 93 87 
Multi-branch Japan 381 442 434 -
foreign bank: USA 120 134 133 
UK 108 125 109 
Others 138 193 204 
Single-branch Japan 953 1762 1554 
foreign bank: USA 249 307 292 
UK 126 150 199 
Others 209 314 3 67 
Source: NRI HK Ltd, Hong Kong Banking Sector, 5 Nov, 1991. 
H 
Table 2«9 Comparison between Local & Chinese Banks and Foreign Banks 
” Local & Chinese Banks Foreign Banks 
1. Loans to deposits r a t i o Low High 
2. Role in the interbank mkt Net lenders Net borrowers 
3. Branch network Large Small 
4. Major source of fund Deposits from customers Inter bank 
and retained earnings, m a r k e t and 
‘ - - - - - C u s t o m e r 
deposits 
5. Property of branches Mainly self-owned Mainly leased 
6. Major business scope Mainly r e t a i l banking M a i n l y 
wholesale and 
m e r c h a n t 
banking • 
7. Cost of finance Sensitive to deposit Sensitive to 
t ''' r a tes interbank ra tes 
8. Customers Mainly local, Mainly large, 
s ize various local and 
overseas 
9. Status About ten local banks Not l i s t ed in 
l i s t ed in Hong Kong Hong Kong 
but no Chinese l i s t ed 
banks 
Source; NRI HK Ltd, Hong Kong Banking Sector, 5 Nov, 1991. 
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Banking i s the heart of financial ac t iv i t i es . The 
growth of international trade through Hong Kong, notably 
from and to China, together with the function as a fund 
rais ing centra, have been the key factors in the growth of 
Hong Kong's own banks, and in at tracting many international 
banks to i t to establish operations. Under the bright 
prospect of the Asia Pacific region, i t i s believed that 
foreign banks will continuously use Hong Kong as an 
important s trategic location for their business. 
1 
“ • . 
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CHAPTER III 
MAJOR INVESTORS' INTEREST 
As Hong Kong i s a Brit ish colony, British investments 
in Hong Kong have the oldest history and the most solid 
foundation. However, as time goes by, British i s now 
taking only a small s l ice of the t e r r i t o ry ' s foreign 
investment cake (7.1¾ in the manufacturing sector las t 
year) , while Japan and US investments have been prominent 
in Hong Kong over several years. That' s why we are 
choosing these two countries for detailed examinations of 
the i r investment in Hong Kong. 
Japan 
How's Japanese Investments in the World? 
I 
Japan's foreign direct investment, brought about by 
the strong Yen since 1985, i s expanding rapidly in l ight of 
changing corporate business strategies. Since 1986, FDI of‘ 
manufacturing industries has increased sharply in North 
America and"Asia, which together account for most of the 
direct investment, especially in North America (Table 
3 . 1 . 1 ) • 
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Table 3.1.1 Japanese Direct Investment 
(1st half) Accumulation 
FY 1989 FY 1990 1951-1990 
No.of Value % No.of Value % No.of Value % 
Cases US$Mn Share Cases US$Mn Share Cases US$Mn Share 
N.AMERICA 一 
2848 33902 50.2 1351 13322 48.1 23150 122315 43.4 
ASIA » 
1707 8238 12.2 779 3553 12.8 17914 44019 15.6 
EUROPE 
916 14808 21.9 491 6622 23.9 6960 51593 18.3 
PACIFIC 
604 4618 6.8 274 1910 6.9 3659 15843 5.6 
Source: Ministry of Finance(Japan) 
Note: FY 1989 = Apr. 1989 一 Mar.1990 
FY 1990 (1st half) = Apr.1990 -Sep t . 1990 
Asian economic expansion, centering on the Asian NICs, 
i s l ikely to provide Japanese industry with new 
opportunities for growth, since the East Asian region 
promises to become one of the most important world markets 
and the rapid r i se in Asian standards of living will induce 
an increasing demand for high value added products and 
services.‘ 
How's Japanese investment in Asia? 
Chart 3.1.1 shows that both in term of the number of 
t ‘ 
cases and the actual amount, the historical trend of 
Japanese investment in Hong Kong has basically followed 
that in Asia as a whole. Table 3.1.1 shows that in 1989 
and 1990, Hong Kong i s the largest target of Japanese 
investment in Asia, but i f accumulatively, Hong Kong i s the 
second one after Indonesia. I t i s because the major part of 
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Japanese direct investment comprises o i l and gas 
development undertaken by a small number of oi l companies/ 
so i f excludes th i s point, Hong Kong can be said as the 
primary destination of Japanese direct investment in Asia. 
How's Japanese investment in Hong Kong? 
In principle, the main stream of direct investment 
must be made in the manufacturing and commercial sectors. 
Financial or property investments could hardly create 
additional employment or enhance technological t ransfer . 
Nevertheless, direct investment both in the manufacturing 
and commercial sector seems to be maturing in Hong Kong 
par t ly because Japanese cannot enjoy low-labour cost any 
longer here. Table 3.1.2 shows that , in Hong Kong, 
Japanese investment for the purpose of establishing 
manufacturing bases has been gradually decreasing• 
Investment in wholesale, r e t a i l and service sectors / 
however, has shown a boom in recent years. Property 
investment dropped sharply in 1990. 
Table 3.1.2 Japanese Direct Investment In Hong Koncr (1990) 
Business Nature; 1987 1988 1989 3990 
Manufacturing Production 19 14 16 5 
Wholesale Marketing 11 8 6 8 
Retail Service 8 18 34 21 
Planning Financing 1 5 1 2 
Research & Development 0 0 0 0 
Property Resort 4 5 14 3 
Natural Resources 0 0 0 0 
Financial Inst i tut ions N.A. N.A. 10 13 
Source: NRI, Daily Newspapers 
Note:"Financing" does not include the cases of financial 
inst i tut ions 
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Table 3.1.3A shows the character of Japanese 
investment in Hong Kong. I t concentrates less on the 
manufacturing sector (7.3%) and much more on the commercial 
and financial sector (64.4%) . But anyway, Japan i s now the 
leading foreign investor in Hong Kong's manufacturing 
industries, accounting for almost 32% of the to t a l HK$3 0.9 
b i l l ion invested in the t e r r i to ry by outside in teres ts , and 
、Electrical Machinery' sector always enjoys the greatest 
share. 
In the following section, we will try to examine in a 
greater detai l of the Japanese investment in manufacturing 
sector and the three representative non-manufacturing 
sectors in Hong Kong. 
Japanese Investment in Hong Kong Manufacturing Sector 
t 
As previously mentioned, Hong Kong is one of the most 
favoured places for Japanese investors. According to 
figures released by the Japanese Consulate General, 
Ministry of Finance, to t a l investment in Hong Kong's 
manufacturing industries by Japan amounted to about US$1.13 
b i l l ion by 1990. Japan has a l l along been a significant 
source of industrial investment to Hong Kong, as borne out 
by the findings of the annual surveys conducted by the 
Industry Department on overseas investment in manufacturing 
industries. We have identified 180 manufacturing 
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establishments in Hong Kong which involve Japanese 
investment. Of these 180 companies, 100 (56%) are wholly-
owned by Japanese in teres ts , 9 (5%) are joint-ventures 
without a local interest and 71 (39%) are joint-ventures 
involving local in teres ts . They together employ more tharT 
26,000 workers, representing some 3.6% of Hong Kong,s to t a l " 
manufacturing workforce. The industries which a t t r ac t the 
most Japanese investment include electronics, e lec t r ica l 
products, t ex t i l es and clothing , and watches and clocks. 
Japan also leads other overseas investors in a l l these 
f i e lds except for the electronics industry, in which Japan 
i s ranked second af ter the United States. 
Over, the years, Japanese manufacturing interes ts in 
Hong Kong have undergone a number of significant changes. 
F i r s t , investment in the electronics sector predominates 
over other sectors. In 1989, 23.6% of to ta l investment 
!
 from Japan was in th i s industry, compared with merely 18% 
in 1985. This contrasts with a gradual drop in the share 
of investment in the manufactures of watches and clocks 
from 20. 6% to 11% within the same time frame. And there i s 
a general sh i f t out of basically assembly-type operations 
into relat ively sophisticated products of higher quality. 
In recent years, an increasing number of Japanese 
manufacturers are involved in Hong Kong's linkage 
industries, involving processes which convert imported raw 
materials into semi-manufactures, parts and intermediates, 
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which are then sold to other manufacturers ei ther for 
further assembly into finished products or as production 
inputs. By providing better linkage products f such as 
high-quality dies, casts and modules, these linkage 
industries are doing very good business locally as well, 
since their products are keenly sought af ter by local 
indus t r ia l i s t s who seek to improve their standards and the 
quality of their products. 
Japanese manufacturers already in Hong Kong expand 
the i r operations most readily. Expansion could take the 
form of increased production capacity, adoption of new or 
advanced production techniques and machinery, or the 
production of entirely new lines of products. A notable 
example i s Daido Concrete Co. Ltd. which started to 
manufacture concrete pi les primarily for the consumption of 
the local construction industry. The company soon expanded 
i t s production f a c i l i t i e s in phases and eventually decided 
to manufacture new products via steel-concrete composite 
p i les and pre-fabricated concrete panels respectively. The 
Nissan Food Group follows a similar course by building up 
a cluster of food plants in Hong Kong. 
Y. 
I t has been observed that some Japanese manufacturers 
have opted to set up procurement offices and research and 
development (R&D) f a c i l i t i e s to be followed by investment 
in full-fledged manufacturing operations later on. This 
r e f l ec t s the confidence on the part of these companies in 
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the quality standards of local suppliers and the 
capabi l i t ies of our labour force. The readiness to invest 
in research and development underscores the long term 
business view and strategies of Japanese companies as well 
as the i r strength in developing their products to sui t the 
demand for their products outside Japan. 
Japanese manufacturers have brought new dimensions to 
the local manufacturing community. Amongst other things, 
they help broaden and upgrade the product range of the 
local industries through subcontracting which also offer 
opportunities for t ransfer of advanced production and 
quality control processes and technologies, and new 
management techniques into Hong Kong. I t is not uncommon 
for Japanese companies to provide assistance in technology 
know-how to their subcontractors and in arranging overseas 
placement training for employees. The growing involvement 
1
 of Japanese factories in the linkage industries i s also 
beneficial to Hong Kong industry. Linkage industries form 
a v i t a l bridge between the import of raw materials, and the 
exports of finished products. The quality of the finished ‘ 
products depend ultimately on the capability of the linkage 
industries that service them. In addition, as more and t . 
more labour-intensive assembly work is carried out in South 
China and more recently in Southeast Asia, Hong Kong is 
increasingly being rel ied upon for the supply of linkage 
materials and parts, and technical support including design 
and development, laboratory testing and quality managemento 
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Prospect 
Japan is facing th白 problem of labour shortage as we 
are and the effect on production cost i s increasingly f e l t 
by the medium and small manufacturers. They would consider 
relocating their operations to . other low cost economies 
especially in Asia Pacific. In preparing for thei r 
overseas operations, the technological capability of the 
locations considered and the availabil i ty of trained 
manpower in these locations are amongst the major 
considerations. 
Hong Kong Government t r i e s to maintain an environment 
in which business will be able to function ef f ic ien t ly and 
prosper. The increasing presence of Japanese investment in 
Hong Kong is already proof that they have been able to find 
niche areas and make profitable business there. And more 
important, their presence here also signifies confidence in 
the future of the te r r i to ry . 
Japanese Investment in Hong Kong Non-Manufacturing Sector 
1. Banking Industry 
As recently pointed out by the Vice-President of the 
Bank of Tokyo, Mr. 务 农 一 3 because of the high economic 
growth in Asian countries, the strong demand for capital 
3
Ming Pao Daily, October 7 1991. 
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wil l provide a lot of opportunities available for 
international banking business. However, th is i s not the 
major c r i t e r i a for Japanese bankers to consider expanding 
the i r business in each particular country. There are two 
other major considerations. Firs t , i t i s the s t ab i l i t y of 
the economic..growth, t h a t ' s why countries in Asian region 
i s a better choice than those in Latin America and some 
East Europe countries. Second, i t i s the extent of 
government res t r ic t ion . In th is respect, Hong Kong is a 
typical example of a system with minimal governmental 
interference. 
There has been a significant increase in the number of 
Japanese banks. This i s part ly due to the appreciation of 
the Japanese Yen since 1985, which has encouraged the 
Japanese manufacturers to move their production base to 
China, Hong Kong and other Asian countries. In order to 
t serve these overseas Japanese companies, many Japanese 
banks have to set up thei r own branches in Hong Kong. 
Moreover, China's open-door policy has also attracted many 
Japanese banks to set up their bases in Hong Kong (Table 
2.5) • 
Table 2.5: No. of Japanese Licensed Banks in Hong Koncr 
85 86 87 88 89 90 Change 
23 20 19 19 15 15 -8 
Source: NRI HK Ltd, Hong Kong Banking Sector, 5 Nov, 91、 
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At the end of 1990, there were 31 Japanese banks in 
Hong Kong. Although thei r size of network i s re la t ively 
small, they account for 56% of the aggregated balance 
sheets (Table 2.7). 
Table 2.7s Assets of Japanese banks in Hong Kong(percent) 
Ownership 1985 1986 1987 1988 1989 
Japan 36 46 55 56 56 
Growth of their assets (percent) 
ownership 1986 1987 1988 1989 1990 
Japan 75 80 18 15 28 
Source: NRI HK Ltd, Hong Kong Banking Sector, 5 Nov, 1991. 
u 
Not so many Japanese banks have a large network in 
Hong Kong, their deposit bases are very small. But, backed 
up by thei r overseas parent banks, they can borrow heavily 
from the Hong Kong and overseas interbank market. That i s 
I 
why the Japanese banks in Hong Kong usually have a very 
high loans to deposits ra t io (Table 2.8). 
Table 2.8s HK Dollar Loans to Deposits ratio (percent) 
1988 1989 1990 
Multiple-branch 
foreign bank: 
Japan 381 442 434 
Single-branch 
foreign bank: 
Japan 953 1762 1554 
Source: NRI HK Ltd, Hong Kong Banking Sector, 5 Nov, 1991» 
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In Hong Kong, most of the Japanese banks focus on 
wholesale and merchant banking, their market shares in 
r e t a i l banking are re la t ively small. In the deposits 
market, Japanese banks collectively hold 3% to 5% of market 
share while in the local loans market they did show a 
gradual increase in the market share from 18% to 26% (Table 
2.6). 
Table 2.6; Market Shares of Japanese Banks (deposits, %) 
1986 1987 1988 1989 1990 
3 3 4 4 5 
Loans Used in Hong Kong 
1986 1987 1988 1989 1990 
18 21 2.3 25 26 
Source: NRI HK Ltd, Hong Kong Banking Sector, 5 Nov, 910 
2• Construction Market 
i 
A ful l -scale participation by Japanese construction 
companies in the construction act ivi t ies in Hong Kong may 
be said to have started in the mid 1970s when the 
construction of the Mass Transit Railway (MTR) was 
launched. In the f i r s t , second and third phases of the 
4 J 
construction of the MTR system, Japanese construction 
companies were awarded many contracts including the 
contract for the cross-harbour tunnel section, and they 
have earned a high reputation for completing works without 
delay. Even af ter the completion of the MTR project广 
Japanese construction companies have proved that they can 
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be quite competitive in c iv i l engineering works which 
require' advanced technologies and in large scale building 
works and they have performed sat isfactor i ly in the past 
decade or so in these f ie lds . 
There were thir teen Japanese companies which were 
registered as construction companies by the Hong Kong 
Japanese Chamber of Commerce and Industry as of June 1990 
and there are twelve Japanese construction companies which 
have qualif ication for participating in public tenders 
invited by the Hong Kong Government. Kumagai Gumi (Hong 
Kong) Limited/Kumagai Gumi Co. Ltd., Hong Kong Branch, 
Nishimatsu Construction Co., Ltd., Hong Kong Branch, Aoki 
Corporatipn Hong Kong Office are well known in Hong Kong 
and have a long history here. They have a predominant 
share running far ahead of other Japanese construction 
companies. The three companies' share of the to t a l value 
' of contracts obtained by Japanese construction companies in 
f ive years (1984—1988) i s 82% (US$3,135 million). 
Kumagai Gumi US$1,395 million (44.4%) ‘ 
Nishimatsu US$735 million (23.4%) 
Aoki Corp. US$454 million (14.4%) 
The Japanese construction companies' ac t iv i t i e s in 
Hong Kong in the past have had the characterist ic that 
there are many contracts awarded in c ivi l engineering works 
such as tunnels, super highways, reclamation works, etc^ 
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but no七 many contracts for general building works were 
obtained except for special buildings or projects of 
Japanese investment. On the other hand, from the 
standpoint of overseas construction orders, as shown in 
Table 3 .1.4, Hong Kong is always ranked among the top five 
countries, which i l l u s t r a t e s the important position which 
Hong Kong holds for Japan's overseas construction 
ac t iv i t i e s . 
Table 3.1.4 Japanese Contractors in Hong Kong 
(US$,000,000) 
1982 1983 1984 1985 1986 1987 1988 
1784 566 577 765 1118 546 491 
Source: NRI HK Ltd, Hong Kong Banking Sector, 5 Nov, 91. 
Of thd to ta l construction act iv i t ies in Hong Kong, the 
share held by Japanese construction companies ranges from 
10% to 30%. The share varies depending on the avai labi l i ty 
of large scale c ivi l engineering works. This is probably 
t ‘ 
due to the .. fact that the receipt of orders from the “ 
Government public housing projects, which holds an 
overwhelming weight in the to ta l construction ac t iv i t i e s in 
Hong Kong, and the receipt of orders from residential 
development works of Hong Kong's major developers by 
Japanese construction companies are s t i l l very limited 
(Table 3.1.5A). 
The outlook of Japanese construction companies# 
ac t iv i t i e s in Hong Kong in the coming decade will 
inevitably evolve around the participation in the Port and 
• 、 
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Airport Development Strategy (PADS). For the PADS, in 
comparison with the previous case for the MTR, the Japanese 
construction companies would be in a far superior position 
against local contractors and other overseas contractors 
because of their past performance records of c iv i l works in 
Hong Kong. Furthermore, the supporting Japanese companies 
such as financial ins t i tu t ions , transportation companies 
and insurance companies, who are in a position to ass i s t 
the Japanese construction companies to secure contracts 
have also become much more capable than before. And 
therefore, even better performances than in the case of MTR 
may be expected. Already, a Japanese contractor has been 
awarded a reclamation-related work which forms part of the 
new airport project. In addition, Japanese financial 
f a c i l i t i e s are very strong in Hong Kong, more than 50% of 
the syndicated loans have been arranged by the Japanese 
bankers. Thus, as the financing for the PADS i s to be 
1
 sought from the private sector, the position of the 
Japanese construction companies will be further 
strengthened. 
Apart from the positive participation in the PADS by 
the Japanese construction companies, i t i s not easy to 
foresee their ac t iv i t ies in Hong Kong in a longer term as 
they wil l depend on the trend of the public expenditure 
a f t e r the reverting of sovereignty to China in 1997 which 
i s only 5 years from now. Regarding the public spending 
from 1997 to 2000, except for bare necessities, most of 
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available fund may be spent for the PADS. After the 
completion of the PADS, Hong Kong will be a developed 
metropolitan in some respect and there may not be necessary 
for 
mega infrastructure projects for some time thereafter*• 
Therefore, for the Japanese construction companies who are 
focusing on c iv i l works and mega projects, they may not be 
able to maintain the same level of ac t iv i t ies as before 
unless they make some adjustments in their pol icies or 
direct ions. 
The Japanese construction companies' share of building 
works which has the largest share in the Hong Kong' s 
construction works has been insignificant in the past. 
This i s due to the fact that the Japanese firms could not 
compete with local small or medium building contractors in 
pr ice. However, such factors as increased labour cost, the 
shortage of labour, regulations against environmental 
1
 pollution, etc, in recent years are gradually changing the 
s i tuat ion, and large firm which have modern and systematic 
technologies and adequate capital are getting to be more 
competitive. How the Japanese firms can part ic ipate in 
t h i s f ie ld is an important point. 
Since the Sino-British negotiations in 1983, many 
Chinese companies have participated in the f i e ld of 
construction building works in Hong Kong. This trend may 
become more apparent from around 1997. Japanese firms have 
maintained competitiveness against other overseas and local 
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contractors in the past but i t will be an interesting point 
to see how the Japanese contractors will remain competitive 
against Chinese contractors. 
Japanese construction companies and Japanese firms' 
investments are inevitably closely related. Most of the 
factor ies belonging to Japanese firms have been bui l t by 
Japanese contractors. Hotels and property developments 
invested by Japanese firms are likewise built and developed 
by Japanese building contractors. 
The future capital investment in Hong Kong by Japanese 
companies and especially Japanese companies' part icipation 
in property developments will become a factor which sustain 
Japanese construction companies' ac t iv i t ies in Hong Kong in 
the future. 
1
 3• Consumer Markets: Department Store 
I t has been well documented that the f i r s t Japanese 
store to set up here was Daimaru in November 1960. By 1980 
Matsuzakaya and Isetan had arrived as well. Over the past 
few years . several more have moved in. They include 
Mitsukoshi, Sogo, Tokyu, Yaohan, Uny, Jusco, Seibu and 
Seiyu. Today, 11 Japanese department store groups 
operating 20 shops in Hong Kong control about 40% of the 
business in Hong Kong. As quoted from Mr. Osamu IshigamiF 
Senior Vice President and Chief Executive Officer, Hong 
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Kong Seibu Enterprise Company Ltd., to ta l annual department 
store sales now amount to almost HK$16 bi l l ion. 
Japanese stores have been successful from the s t a r t 
because they offered the growing middle class and younger 
Hong Kong consumers an international range of fashionable, 
quali ty products at a competitive price. These products 
f e l l between what the t radi t ional Chinese local stores were 
offering and the upmarket fashions available at Lane 
Crawford and many boutiques. Added to that, the Japanese 
stores located themselves in convenient, major shopping 
areas such as Causeway Bay and the new sa te l l i t e towns in 
the New Terri tories, thereby attracting both locals and 
tou r i s t s . ( The Japanese stores were well-known for the i r 
spacious environment and their s taff were highly trained 
and motivated. The avai labi l i ty of a food plaza, serving 




What Japanese direct investments in Hong Kong expect 
i s the "Greater Hong Kong" concept since Hong Kong ，： . 
manufacturers have expanded into Guangdong province since 
1985. chart 3.1.2 presents the vast consumer market 
emerging before Japanese eyes. Sooner or l a t e r f Japan 
r e t a i l e r s will follow the path of the manufacturing sector 
by doing business in Guangdong area. Perhaps, Yaohan^s 
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join七一venture department store in Guangzhou i s an example 
tha t others will follow soon. Japanese corporations expect 
the "Greater Hong Kong" economic zone will provide a mass 
of new business opportunities and a t t rac t significant 
amount of foreign direct investments in the future, Hong 
Kong wil l act as an intermediary or mediator for the 
greatest part of these investments into the "Greater Hong 
Kong". 
The United States of America 
The United States of America is the world's largest 
debtor nation, absorbing resources from the res t of the 
world. However, i t i s also the largest provider of foreign 
investment to everywhere in the world. Competition in the 
U.S. from overseas investors forced U.S. companies to look 
for new markets abroad. The pressure came not jus t from 
the Japanese, but also from the British and the Dutch which 
form the three largest foreign investors in the United 
States. The U.S. direct investment position abroad is 
defined by their government as the book value of U.S.' 
d i rec t investors' equity in, and net loans outstanding to, 
foreign a f f i l i a t e s . A foreign a f f i l i a t e i s a foreign 
business enterprise in which a single U.S. investor owns at 
leas t 10% of the voting securities or the equivalent. 
American direct investments abroad had a value of over 
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US$421 bi l l ion in 1990
4
. However, the value of these 
investments worth times more if their market value, instead 
of the his tor ical cost, i s considered. 
There are four broad types of American company in Hong 
Kong. Firs t of a l l , there are those based and manufactured 
here to serve export markets outside Hong Kong. Secondly, 
there are companies serving the local market ranging from 
McDonalds or Pizza Hut to companies offering services such 
as insurance or banking. Thirdly, there is a group of 
American companies concerned primarily with the China 
trade. Finally, there are companies using Hong Kong as 
the i r regional headquarters for the Far East as a whole
5
. 
The significance of the U.S. investment in the Hong 
Kong economy can be dated back to the 1960s. In 19 66, the 
t o t a l assets of the U.S. firms in Hong Kong and in 
> manufacturing industry were US$263 millions and US$36 
millions respectively
6
. Since then, the amount increased 
tremendously and made the U.S. investors ranked the f i r s t 
in the manufacturing industries before 1990. Now the U.S., 
4
Bureau of Economic Analysis, U.S. Dept. of Commerce, Survey 
of Current Business, August 1991, p.88. 
5
A survey carried out by the Industry Department in 1991 
found out that the United States of America has the largest 
number of regional headquarters in Hong Kong. Among the 
ident i f ied regional headquarters, there are 258 regional 
headquarters of U.S. origin out of 880 regional representations 
of overseas companies in Hong Kong. 
6
Bureau of Economic Analysis, U.S. Dept. of Commerce, Survey 
of Current Business, April 1982, p.39, 43. 
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investors accounted for about US$1214 bi l l ion (30.6%) of 
the t o t a l US$4 bi l l ion invested by foreign investors in the 
manufacturing industries, followed closely behind Japan, 
who tops the foreign investment table in 1990
7
. In the 
following, we will have an overall picture and a general 
discussion of the characterist ics of the U.S. investment in 
Hong Kong. 
Distribution of the U.S. Investment by Industries 
Beginning from the 1960s, Hong Kong has shared the 
major U.S. direct investment stake among the developing 
Asia & Pacific countries and ranked third in terms of to ta l 
assets in ,1966
8
. During the recent years, specif ical ly for 
the period 1988-1990, Hong Kong ranked top in to t a l amount 
and in non-manufacturing industries except banking, which 
has been exceeded by South Korea since 1989. 
I 
During th is period, Hong Kong has attracted more than 
a quarter of the U.S. direct investment in the developing 
Asia & Pacific region. Especially in the wholesale trade ‘ 
(60.7%) and finance & insurance (78%) sectors, Hong Kong i s 
s ignif icant ly ahead of other countries in the region. 
Unlike the distribution of investment worldwide and in the 
7
Industry Department, Report on the Survey of Overseas 
Investment in Hong Kong's Manufacturing Industry 1991. 
8
Chyau Tuan, "U.S. Influence on the Hong Kong Economy and 
Prospect", Asia Pacific Economies: Promises and ChallengesP 
Research in International Business and Management, Vol.6, Part 
B, 1987, p.205. 
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Asia & Pacific region, where i t i s comparatively 
concentrated in the manufacturing industry, the U.S. 
investment in Hong Kong is focused on the wholesale trade 
and finance & insurance sectors. The two accounts for 
about 68% of to ta l U.S. investment in Hong Kong7 indicating 
the increasing importance of Hong Kong as a- trade and 
f inancial centre in the region. 
Comparing the growth of different sectors between Hong 
Kong and the Asia & Pacific region, Hong Kong has remained 
strong in the finance & insurance, services and other 
industries sectors. However, the manufacturing, wholesale 
trade and banking sectors are remarkably behind the growth 
of the region. This phenomenon ref lects the fading 
importance of Hong Kong as a manufacturing base which may 
due to the problems of high inflat ion rate, labour and land 
shortages and changing economy structure. 
I 
During the period 1985-1990 (Table 3.2.2), the bulk of 
overall U.S. investment was in wholesale trade, banking and 
other financial services. Furthermore, Americans have ‘ 
greatly increased interest in recent years in non-
t radi t ional -areas such as transportation (air and water), 
communications and r e t a i l trade, including food catering, 
as combined in the other industries sector. The U.So 
di rect investment in Hong Kong was nearly doubled during 
the period, even higher than the average growth ra te of the 
U.S. investment worldwide for the same period by 14%。 
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However, in 1990, the growth of the U.S. investment in Hong 
Kong was a l i t t l e b i t behind the corresponding global ra te , 
which were 10% and 14% respectively. 
Although small in absolute terms, the growth of the 
U.S. investment in the other industries sector was 
remarkable during the period, increasing i t s re la t ive 
weight from 0.2% to 5.2%. According to the defini t ion of 
the U.S. Department of Commerce, the other industries 
sec to r includes const ruct ion , t r an spo r t a t i on , 
communication, public u t i l i t i e s and re t a i l operations like 
eating and drinking establishments. I t s growth ra te in 
89/90 was 32% and ,the to ta l amount in 1990 was already 49 
times that in 1985. This significant expansion likely 
r e f l ec t s Hong Kong's growing prominence as a regional 
transport and telecommunications hub and the prol iferat ion 
of the U.S. style fas t food outlets. 
i 
The finance and insurance sector showed the next 
highest growth during th is period - increased by 192%. The 
growth rate in 89/90 was 18.5%, demonstrating the 
importance of Hong Kong as a financial centre. However, in 
89/90 the banking industry was the only sector which had a 
decline (-1.3%) in investment, reflecting financial 
d i f f i cu l t i e s encountered by the U.S. banking industry 
during th i s period. The services sector, which includes 
hotels , business and. other services like accounting, legal 
and consulting, showed the largest growth - nearly 68%. 
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Although the wholesale trade sector was increased by 
4.6% only in 89/90； i t accounted for 37.4% of the to ta l 
U.S. investment in Hong Kong, which i s the largest sector。 
For the manufacturing industry, though the amount was 
nearly doubled during th is period, the increase in 89/90 
was 6% only. While most of the sectors showed an increase 
in investment, the petroleum sector was decreased by nearly 
50% and had a 3% minor growth in 89/90 only. 
Table 3.2.2: U.S. Direct Investment Position in Hong Koncr on a 
Historical-Cost Basis, 1985-1990 (USD Mns,%) 
1985 1989 1990 85/90 89/90 
USD % USD % USD % % Change 
All Industr ies 3296 100.0 5948 100.0 6537 100.0 98.3 9.9 
Petroleum 352 ^ 10.7 182 3.1 188 2.9 -46.6 3.3 
Manufacturing 395 ‘ 12.0 730 12.3 775 11.9 96.2 6.2 
Wholesale Trade 1396 42.4 2337 "39.3 2444 37.4 75.1 4.6 
Banking 402 12.2 681 11.4 672 10.3 67.2 一 1 . 3 
Finance/Insurance 687 20.8 1694 28.5 2007 30.7 192.1 18.5 
Services 57 1.7 65 1.1 10 1.7 91.2 67.7 
Other 7 0.2 259 4.4 343 5.2 4800.0 32.4 
All countries 2297 3701 4215 83.5 13.9 
(in b i l l ions ) 
Sources: 
' Calculated from: 
Bureau of Economic Analysis, U.S. Dept. of Commerce, Survey of Current 
Business, various years. 
» 
Within the manufacturing industry, the growth of the 
U.S. direct investment was mainly contributed by the 
machinery, 'e lectr ic and electronic equipment sectors. The 
growth of these two sectors were 171% and 115% respectively 
during the period 1988-1990 (Table 3.2.3). Furthermore, 
these two sectors constituted more than 64% of the to ta l 
U.S. investment in the manufacturing industry in 1990. On 
the other hand, the chemicals & all ied products sector was 
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s ign i f ican t ly reduced by more than one-third during the 二 
same period. 
Table 3 , 2 . 3 : U . S . Direct Investment in HK,s Manufacturing Industry on 乂 
a Historical-Cost Basis, 1 9 8 8 - 9 0 ruSD millions, % 、 
1 9 8 8 1 9 9 0 3 8 / 9 0 
USD % USD % % change 
Food & kindred products 13 2.2 N.A. N.A. N.A. 
Chemicals & allied products 208 34.9 140 18.1 -32.7 
Primary & fabricated metals 34 5.7 N.A. N.A. N.A. 
Machinery except e l ec t r i ca l 105 17.6 284 36.6 170.5 
Elec t r ic & Electronic equip 100 16.8 215 27.7 115.0 
Other manufacturing 136 22.8 185 23.9 36.0 
Total 596 100.0 775 106.3 30.0 
Note: 
1 . " N . A . " represents data not available . 
2 . Percentages added up not equal to 1 0 0 as sum of all sectors not 
equal to given t o t a l . 
Source: 
Calculated from: 
Bureau of Economic Analysis, U . S . D e p t . of Commerce, Survey of Current 
Business, August 1991. 
Employment Opportunities from the U.S. Investment 
During the period 1985-1989, total employment provided 
i 
by the U.S. investment was increased by nearly 65% (Table 
3.2 .4) . In 1989 only, employment was expanded by almost 
60%, raising the percentage of the U.S. employed persons in 
total labour force from 1.8 to 2 • 8 percent. Among the 
various industries in 1989, the other industries sector was 
expanding remarkably, increased by 119%, which was quite 
consistent with the trend of investment identified above. 
The manufacturing sector came after the other industries 
sector, increased by 84%. Though the manufacturing sector 
had a minor growth in investment amount, i t was s t i l l 
providing the largest employment opportunities: 50.2 
63 
thousands or 64% of to ta l employment from the U.S. 
investment. 
Table 3.2.4; Employment bv the U.S. Nonbank Aff i l i a tes . 
1985-1989 (in thousands、 
1985 1988 1989 85/89 88/89 
Percent change 
Petroleum N.A. 0.6 0.6 N.A. o . 0 
Manufacturing N.A. 27.3 50.2 N.A. 83.9 
Wholesale trade N.A. 11.9 12.8 N.A. 7.6 
Finance/Insurance N.A. 3.7 3.3 N.A. -10.8 
Services N.A. 2.0 3.3 N.A. 65.0 
Other industriesN.A. 3.7 8.1 N.A. 118.9 
Total 47.6 49.2 78.4 64.7 59.3 
Total labor force 2777.7 2766.9 
in Hong Kong 
% of US employed 1. 8 2 . 8 
Note: "N.A.
11
 represents data not available. 
Source: 
Calculated from: 
BEA, U.S. Dept. of Commerce, "U.S. Direct Investment 
Abroad: 1989 Bench-mark Survey Results", Survey of Current 
Business, August 1991. Census & Sta t is t ics Department, 
General Household Survey Labor Force Characteristics, 
Quarterly Report Oct to Dec 1989. 
i 
Prospect 
Concerning the investment opportunities, the U.S.. 
companies will continue to enjoy good opportunities in the 
growing services sector. The insurance industry will 
continue to grow based on increasing disposable income. 
Hong Kong has steadily liberalized i t s 
telecommunications sector. This move is creating strong 
opportunities in mobile telephone services and equipment 
and, in the event of further l iberalization, could provide 
I 香 港 中 文 大 學 圆 書 粹 藏 翥 
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U.S. suppliers excellent opportunities in value-added 
services like enhanced fax and private networks. However, 
the most important opportunities will be in the 
government's massive multimillion dollar project to build 
a new airport and improve seaport f ac i l i t i e s that will 
offer U.S. consulting and engineering firms excellent 
prospects, especially in project management, design and 
engineering, and supply of specialty equipment. Already, 
U.S. companies have won key consulting contracts for 
management and planning of the airport projects. Other 
excellent opportunities include engineering and 
. construction of the runway and apron, the terminal 
building, and cargo handling areas. Moreover, the 
government will extend contracts for construction of an 
expensive and complicated series of bridges, tunnels, and 
highways to link the new airport to downtown. Demand for 
container handling equipment and other seaport machinery； 
1
 as well as construction machinery should also present good 
opportunities. U.S. companies must do better to compete 
with the Japanese, who dominate th is market. 
Most of the U.S. investors considered Hong Kong to be 
the place with high potential because of two main reasons: 
The f i r s t i s i t s attractiveness as a regional centre and 
the second i s China. Hong Kong i s one of the most dynamic 
and freewheeling capi ta l i s t systems in the world, and has 
a very good environment in which to do business - in terms 
of transport, services and communications. I t i s a -^so an 
• ' • 
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excellent place to form relations with personnel in various 
industr ies . Another reason why Americans favour Hong Kong 
i s because culturally, his tor ical ly and in business sense 
i t i s something of an American outpost. There i s a high 
proportion of the population educated in American or 
Canadian universit ies and th is has created cultural 
a f f i n i t i e s between North America and Hong Kong to a greater 
extent than at other c i t i e s in the region. 
In rea l i ty , there are only four c i t i e s in Asia where 
the U.S. companies usually considered when set t ing up a 
regional headquarters - Tokyo, Singapore, Hong Kong or 
Taipei. All of them share the same shortcomings, including 
high rents and a lack of qualified s ta f f . However, the 
reason to choose Hong Kong is to f ac i l i t a t e China trade 
which i s unexpected to be fu l f i l l ed in any of the other 
three c i t i e s . Though the Beijing government's reaction to 
, 、 the pro-democracy demonstrations in Tiananmen Square added 
much uncertainty to the te r r i tory . Some U.S. managers also 
fear the Chinese might tamper with financial policies, 
export the i r bureaucracy to Hong Kong, and control the 
media. A shortage of experienced managers i s already a 
problem. , Despite fears, daily operations have changed 
l i t t l e . Majority of the U.S. investors s t i l l consider Hong 
Kong the best as i t i s easy to travel from here and i t i s 
a top financial centre. But proximity to the China market 
i s probably the biggest single reason, because most of 
the i r f ina l objective i s to penetrate this enormous market. 
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Therefore, what happens in Hong Kong after 1997, plus 七he 
role that China will eventually play in various industries 
are the major considerations of the U.S. investors. 
-c： 
However, i t i s believed that as long as the present 
framework stays in place with the system of common law that 
has been*" developed, the independent judiciary, Western-
oriented o f f i c ia l s in charge of an essentially laissez 
fa i re government, a low tax base and freedom of the press, 
then Hong Kong will continue to grow in future. 
Other Countries 
European Economic Community • 
In 199 0, the to ta l investment from European Economic 
Community in Hong Kong's manufacturing sector was about 
US$0.4 bi l l ion at i t s book value, occupied around 13.69 per 
- cent of the to ta l overseas investments in the t e r r i to ry . 
Among them, the United Kingdom and the Netherlands shared 
42 percent and 22 percent of the to ta l investments from EEC 
respectively, and hence they are the two major 
representative countries for investigation (Table 3•3.1A). 
t 
United Kincrdom 
I t i s impossible to put a value on nearly six million 
of the world's most hard-working people to whom English is 
a second language. But Hong Kong's work-force has grown 
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accustomed to British banking systems, British laws and 
Bri t ish corporate structure. Many of the Hong Kong's 
r i s ing young executives were educated in 'Br i ta in (United 
Kingdom educational inst i tut ions have more students from 
Hong Kong than from any other overseas countries). 
In the 150 years that Hong Kong has been administered 
by Britain, some British companies have been so well-
established in Hong Kong that many people would be 
surprised to know that they are British-owned 一 The 
Jardines Group has been associated with Hong Kong 
throughout i t s history; Hong Kong Telecom, the biggest 
company on the Hong Kong Stock Exchange in terms of market 
capital izat ion in 1990, is over 50 per cent owned by Cable 
& Wireless; Swire Pacific (Owner of Cathay Pacific Airways) 
i s 27 percent owned by the John Swire Group. Other major 
"Hong Kong" companies that remain clearly Brit ish are 
- ' Standard Chartered Bank (one of the two note-issuing banks 
in Hong Kong) . In 1991, there were 19 British banks doing 
business in Hong Kong, these banks and deposit-taking 
companies held 7.5 percent of Hong Kong's to ta l deposits. 
Furthermore, many British re ta i l e r s have opened outlets in 
Hong Kong in recent years: Marks & Spencer has four shops 
and other well-known British names are prominent in Hong 
Kong's shopping malls: Mulberry, Bodyshop, Gieves & Hawkers 
and Aquascutum. 
In Hong Kong, British was the fourth largest investor 
. 6 8 
in Hong Kong's manufacturing sector in 1990. Fifty-eight 
investments were identif ied as either wholly owned or joint 
ventures • They were concentrated in key areas such as 
electronics, t ex t i l e s , clothing and elect r ical products. 
The book value of British net direct investment in Hong 
Kong exceeds 1.7 bi l l ion British Pounds (approximately 
US$0.28 bi l l ion) . In addition, British firms and 
individuals own an extensive portfolio of Hong Kong stocks 
and shares, and other assets, which make the overall to ta l 
considerably higher. The British portfolios account for 
some 30 to 40 per cent of the to ta l market capital ization 
of companies l i s ted on the Hong Kong Stock Exchange. A 
review by the British Trade Commission estimated in 1989 
that British companies
f
 net assets in Hong Kong were worth 
between 2.5 bi l l ion and 3 bi l l ion British Pounds. This 
included the to ta l net assets of companies wholly owned 
from Britain and a proportion of assets of companies partly 
夕 1 Bri t ish owned. More than 1,000 Hong Kong companies have 
Bri t ish involvement through direct control, investment or 
management. The to ta l gross stock market value of Brit ish-
owned, controlled or managed companies in Hong Kong in 1991 
was estimated to be 20 bil l ion British Pounds. 
i •‘ 
Netherlands 
The Netherlands invested 21.6 bi l l ion guilders 
overseas in 1990, a record for the nation. 
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The Netherlands was the f i f t h largest investor in Hong 
Kong's manufacturing sector in 1990 (sixth in 1988). 
Accumulated industrial investments from Netherlands were 
valued at US$147 million, or three percent of to ta l foreign 
industr ia l investment in the ter r i tory . Involved were 11 
factor ies , mainly in electronics, employing approximately 
4,3 00 workers. The Netherlands also has a notable presence 
in finance, trading and other service ac t iv i t i es in Hong 
Kong. 
At present the Dutch are fa i r ly well established in 
Hong Kong, with a sizeable community of more than 150 
companies. The Dutch share many common interests with Hong 
Kong, which they are using as a base for thei r commercial 
ac t i v i t i e s in mainland Cl^ ina as well as in the Asian 
regions. This i s reflected by the fact that 31 Dutch 
companies have established their regional headquarters in 
1
 the t e r r i to ry , the fourth largest concentration af ter the 
United States, the United Kingdom and Switzerland. 
The Dutch are not highly visible in the te r r i to ry . 
However, the steady growth of their commercial interests is 
a positive- indication as an expression of confidence to the 
Hong Kong's future and the post-1997. I t i s believed that 
the existing t i e s between Hong Kong and the Netherlands 
wil l continue to prosper the benefit of people and support 
a level of social well being for a l l citizens involved. 
70 , 
Asia and Pacific 
In the 1990s, the Asia Pacific region i s believed to ‘ 
be the area with the highest economic growth. I t will be 
the region not only with the richest investment 
opportunities, but also the capital for foreign -
investments. According to Table 3.3.2A, foreign direct 
investment in the manufacturing sector from the Asia 
Pacif ic region (excluding Japan) had grown by 14.3% during 
the period 1986-1990. In 1990, the region had a share of 
15,4% of to ta l investment amount, down from 21.3% in 1986. 
In the region, China(PRC) had the largest share, accounting 
for 69.1%. I t was, followed by Australia, 13.4%, which was 
also one ,of the investors with a significant growth in 
investment amount (142.4%) during th is period. 
Among the Asian NIEs, Singapore, Taiwan and Thailand 
.
 1
 formed the three most important investors to Hong Kong, 
which accounted for 6.4%, 4.5% and 4.4% in the region 
respectively. Furthermore, they also showed significant 
growth in investment during the period, especially Taiwan‘ 
(106.4%). However, the other l i t t l e dragon - South Korea, 
had an eminent reduction in working capital in 1990, 
resul t ing in an insignificant share of investment amount in 
tha t year. 
In the following, two l i t t l e dragons - South Korea and 
Taiwan will be studied in further detai ls so as to 
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According to the information from the Bank of Korea, 
t o t a l amount of Korean investment in Hong Kong was about 
US$51.5 million (excluding finance and insurance) in 1991. 
Among the various sectors, the international trade was the 
one with the heaviest investment - US$23.9 million, or 46% 
of t o t a l . While manufacturing, the next important sector 
to the Koreans, enjoyed an investment amount of US$13.6 
million, which was about 26.4% of to ta l . The less 
important.sectors included property(10.2%), fishery(9.5%) r 
transportation and warehousing(2.5%). 
In the banking sector, there were a to ta l number of 22 
.
 1
 branches, subsidiaries and representative off ices of the 
Korean banks in Hong Kong, employing about 150 local 
c i t izens . These Korean banks had a total asset value of 
US$144.7 million in Hong Kong. ‘ 
Taiwan , 
During the recent years, there is an increasing trend 
for the Taiwanese to invest in Hong Kong. Up to 1991, 
there were approximately 1,000 Taiwanese companies in Hong 
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Kong with an investment amount of HK$2.5 bil l ion
9
. Though 
t h i s amount was not large, i t s growth i s s ignif icantly 
greater than other countries which made i t noteworthy in 
the coming future. 
In addition to the well established infrastructure and 
international experience, Hong Kong is favoured by the 
Taiwanese because of i t s strategic location 一 an 
intermediary between Taiwan and China, which i s a similar 
reason to the Japanese and the Americans who choose Hong 
Kong as an investment target . 
The increase, of direct investment from Taiwan is 
actually ,a natural development of the growth of trade 
between these two economies. The amount of trade had been 
increased from US$1.8 bi l l ion from 1980 to US$12.7 bi l l ion 
、 in 1990, with an average annual growth rate of 26.7%. In 




Taiwanese are especially interested in the property 
market of Hong Kong, mainly due to i t s high return in 
comparison..with other Asian countries. Even a f te r the June 
4 event, when the largest property investor - Japan -
became more conservative in investment, the Taiwanese had 
aggressively participated in the market, exceeded Australia 
9
Economic Reporter, September 16 1991, p.3. 
10
Economic Reporter, September 16 1991, p.3. 
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and became the second largest investor just a f te r Japan. 
Following the growth of trade and investment, there i s ‘ 
—<*•： 
a para l le l growth of demand in financial cooperations 
between the two economies. An increasing number of 
Taiwanese banks are planning to or actually going to “ 
establ ish representative offices and branches in Hong Kong. 
This in return can f ac i l i t a t e the development of trade 
between these two areas. Furthermore, the introduction of 
Taiwanese capital to Hong Kong can also be beneficial to 
the banking sector. Therefore, in the coming future, the 
capi ta l from Taiwan i s considerable and i t s contributions 
cannot be underestimated. 




Historical Role of Foreicrn Companies in Hong Koncr 
Foreign direct investment has the potential to bring 
substantial benefits to host economies in terms of capital 
inflows, transfer of technology and sk i l l s , employment, 
purchasing power, and linkages to the world economy. On 
the other hand, fear often underlies the negative 
perception of FDI in that there i s some loss of economic 
independence when, a large segment of local industry i s 
effect ively controlled by foreign firms. Nevertheless, the 
sizable annual flows of FDI by transnational corporations 
suggest the scope of these potential benefits: 
,
 1
 Technology Transfer. 
Through licensing arrangements, acquisition of 
machinery , and especially engineering and technical ‘ 
assistance, overseas investors ass is t technology transfer 
to Hong Kong
y
s manufacturing industries, mostly in areas of 
product design. Furthermore, electrical, electronic and 
chemical products industries are much more benefitted from 
the technology transfer than the text i les and clothing 
companies. The common advanced technology transferred 
included management information systems, t o t a l quality 
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management systems, and computer aided design systems, etc. 
In industry-specific technologies, surface mount technology 
(SMT) i s most common in the electronics industry. Others 
• -o 
include the use of engineering plast ics parts in the 
e lec t r i ca l products industry, proprietary quality assurance 
systems and chemical alloying/compdunding systems in the 
chemical products industry
11
. The transfer of technology 
not only upgrades the industries in Hong Kong but also 




Within the context of quality management, Quality 
Circle (QC) has gained comparatively higher attention by 
the indus t r ia l i s t s . Like many other manufactured products, 
the QC concept was originated from the West and introduced 
,
 1
 into Japan by American management consultants in the early 
1960s. Being developed and perfected in Japanese soi l , QC 
was re-exported back to the West. I t i s through the 
international ac t iv i t i es of transnational corporations that 
the idea of QC i s being introduced to Hong Kong. A QC 
c i rc le i s .a' small group of people doing similar work who 
meet voluntarily on a scheduled basis, usually under the 
leadership of a section head or a senior worker, to 
identify, analyze and seek solve work related problems. 
^Industry Department, 1991 Survey of Overseas Investment in 
Hong Kong Manufac tur ing Industries, November 1991, p.45-47. 
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The concept of the quality circle was introduced to 
Hong Kong in 1981. In the early years of operation, people 
.had only a smattering knowledge of i t and concentrated more 
on the form than substance. Naturally, there were fai lures 
and disappointments. Fortunately, some companies gradually 
worked thei r way out and accumulated valuable experience. 
Continuous studies also helped to clar i fy the relationship 
of the quality c i rc le with quality control, management 
s ty le , corporate culture and the business and social 
environment. We are s t i l l in the process of learning, but 
obviously companies are now able to do more things right 
from the s ta r t and increase the chance of success. By 
1989, quality ci rc le programmes were in operation in around 
50 organizations. Some notable examples are Sunciti 
Manufacturers Ltd, Outboard Marine Asia Ltd, Motorola 
Semiconductors HK Ltd, IBM World Trade Corporation, The 
Hong Kong and Shanghai Banking Corporation Ltd., Kowloon-
.
 1
 Canton Railway Corporation, and even some offices of the 
Hong Kong Government. More organizations are becoming 
involved in the next two years, especially among the 
services sector. Meanwhile, people are collecting evidence 
on whether the quality circle can really do any good. 
Based on studies of a number of local companies which have 
implemented quality circles for over two years, i t can be 
shown that the benefits achieved were roughly the same as 
what was reported in Japan or elsewhere. Major tangible 
benefi ts were the improvements in quality, productivity 
work method, and reduction in wastage and costs. 
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As industries in Hong Kong have gradually moving 
towards more sophisticated technology and products, so does 
the nature of the competition. Hong Kong products could no 
longer compete primarily on the price platform as has been 
previously. Product quality and productivity are now 
becoming"the central concerns for Hong Kong manufacturers. 
QC i s by no means merely directed to quality and 
productivity improvements. The idea is above a l l a 
management system aimed at ful ly ut i l iz ing the human 
resources, improving employer-employee relat ions and 
quali ty of work l i f e . I t can be anticipated that QC 
c i rc les , or similar foreign originated programs like ISO-
9000, are likely, to become an integral part of the 
management function in future. 
Management Know How 
‘
 1
 Multinational Companies often either transfer their 
home s taf f to Hong Kong, and/or transfer their Hong Kong 
s t a f f abroad to t ra in them about the overall corporate 
system, these moves can develop Hong Kong manager's ‘ 
integrative competence and enhance their abi l i ty to work in 
a variety ,ot social systems and are therefore valuable 
t ra ining for ultimate corporate responsibility, including 
domestic and foreign operations. 
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Industry/Product Competence 
When there i s a need for transfers of home country 
personnel to i t s subsidiary in Hong Kong, i t i s always due 
to the anticipated transfer of new products or new 
production methods in order to make sure the operations 
here are running smoothly. Comparing with the foreign 
investment in early 50
A
s when at that time Hong Kong is 
quite heavily rel ied on China's investment, the industrial 
development nowadays i s more advanced and modernized since 
60
f
s . This i s largely benefitted from multinational 
companies which contributed to growth and employment by 
enabling idle resources to be used more eff ic ient ly , and by 
upgrading, the quality of resources. This not only 
f a c i l i t a t e s the growth of local small enterprises, but also 
help broadening the trade channels for Hong Kong by 
establishing a more effective international connection. 
» 
Technological and social changes have forced Hong Kong 
managers to consider the international dimension. Even 
domestic firms are directly affected by developments in 
other nations. Unquestionably, as expansion continues on 
a global basis, the influences of multinational companies 
wil l become increasingly important. 
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Prospect 
During the past decades, Hong Kong has faced numerous 
challenges while at the same time successfully overcome 
them. I t i s because the people there are highly dynamic 
and adaptive to changes in the environment. with th is 
invaluable resources, together with a continuously 
upgrading infrastructure, simple regulatory system and a 
s t ra tegic location, Hong Kong will remain a t t rac t ive to 
foreign capital . The inflow of foreign capital in turn 
will maintain the economic growth and prosperity of this 
metropolitan in the 1990s. 
In the early years, Hong Kong had gained i t s 
international competitiveness by being a low-cost 
manufacturing centre. As the economy prospers, th i s 
.
 1
 competitive advantage has gradually faded out. At the same 
time, Hong Kong i s undergoing a change in economic 
structure - from a manufacturing to a service oriented 
economy. Hong Kong i s now one of the world's most dynamic 
and profitable financial centres. When banks in other 
par ts of the- world have been struggling through hard times, 
f inancial inst i tut ions in the ter r i tory have been chalking-
up healthy points. That is why there is a continuous 
inflow of capital from foreign investors into th i s sector。 
Moreover, i t can be seen that in undergoing th i s change, 
the Japanese influence will become more and more important 
. 8 0 
while the American's will be lessened. 
Finally, i t i s obvious that the future of Hong Kong i s 
closely t ied to the economic si tuation in the mainland 
China, especially the一Southeastern China. Hong Kong i s 
already involved in “the economic collaboration with 
Guangdong province of China to form the "Greater Hong 
Kong". The new international business arrangements for 
labour•—intensive manufacturing in China, while designing, 
marketing and servicing in Hong Kong is now earring on an 
increasing scale. This new pattern of investment between 
these two areas is creating a new integrated economic force 
in East Asia. Hong Kong, needless to say, will stand at 
the very centre of i t . 
I 
‘ • 二 8 1 
BIBLIOGRAPHY 
Alex So, Hong_Kong Banking Sector r Nomura 力Resea r ch 
I n s t i t u t e Hong Kong Limited, November 5, 1991. 
The American Chamber of Commerce in Hong Kong, "American 
Investment In Hong Kong", AmChamr July 1990. 
The American Chamber of Commerce in Hong Kong, "There are 
s t i l l a lo t of companies coming to Hong Kong", AmCham. July 
1990. 
Bureau of Economic Analysis, U.S. Department of Commerce, 
Survey of Current Businessr April 1982. 
Bureau of Economic Analysis, U.S. Department of Commerce, 
Survey of Current Business P August 1991. 
Census & Sta t i s t i c s Department, General Household Survey-
Labour Force Characteristics f Quarterly Report Oct to Dec 
1989. 
The Consulate General of the Netherlands, Holland Hong 
Kong Business Guidef Autumn 1990. 
Economic Reporterf September 16 1991, p.3. 
Harald B. Malmgren, "Hong Kong‘s Role in the International 
Trading Community Before.and After 1997", Li & Funcr Public 
Lecture on Commerce and Industry, The Chinese University of 
Hong Kong, January, 1985. 
Hong Kong Government Information Services, Hong Kong: The 
Facts -Banking, August, 1990. 
Industry Department, Departmental Report, 1990-91, p.39-40. 
Industry Department, Report on the 1991 Survey of Overseas 
Investment in Hong Koncr's Manufacturing Industry, November 
1991. 
Industry Department, Report on the 1991 Survey of Regional 
Representation bv Overseas Companies in Hong Kong, February 
1992. 
Ming Pao Daily, September 21 1991. 
Ming Pao Daily, October 7 1991. 
Osamu Ishigami, "Consumer Behavior and the Development of 
Department Stores in Hong Kong", The Hong Kong Foundation, 
Centre for Asian Pacific Studies, Lingnan College, March 
26, 1991. • 
二 8 2 
Johnson, "The Strategy of Attracting industr ia l 
investment to Hong Kong", The HonqKonq Manager. Aug/Sep 
1985. 
Shigeto Suda, "Characteristics of Japanese Direct 
-o Investment in Hong Kong and i t s Prospects", Asian 
Perspectives f Nomura Research Ins t i tu te Hong Kong Limited, 
一 May 1991, 
Stone, Carla Sydney, Billon, S. Alexander, "Anticipating 
1997: US Firms in Hong Kong Face Current Concerns and 
Faraway Fears", China Business Reviewr May/Jun 1988, p.46-
48. 
Taylor, Brucef Kwok, R, Yin-Wang, "From Export Center to 
World City: Planning for the Transformation of Hong Kong", 
Journal of the American Planning Assocaition. summer 1989, 
p.309-322. 
Tuan Chyau, "U.S. Influence on the Hong Kong Economy and 
Prospect", Asia Pacific Economies: Promises and Challenges, 
• Research in International Business and Management, Vol.6, 
Part B, 1987, p.205. 
U.S. Department of Commerce, Foreign Economic Trends and 
Their Implications for the United States, February 1991 
Hong Kong, 
Yasuhiko Masaki, "Japanese Role in the Construction 
Activity in Hong Kong", The Hong Kong Foundation, Centre 
. for Asian Pacific Studies, Lingnan College, March 26, 1991. 
Wilfred Wong, "Japanese Investment in the Manufacturing 
Sector of Hong Kong", The Hong Kong Foundation, Centre for 
,
 1
 Asian Pacific Studies, Lingnan College, March 26, 1991. 






^ N c . H "I N ， 〜 : 
》 r 7 ^ - . . . . : 
I . 
4 g Km
 ^ ^ ^ ^ ^^ [ • I UzfOf concentric^  o* bcM^j tiata 
F i g u r e 1•2. P r o c e s s of Urban Development i n Hong Kong: E a r l y Stage• 
“ 
F i g u r e 1 . 2 . 2 A P ro c e s s of Urban Development i n Hong Kong： C u r r e n t S t age 
• • 二二. ~ 
. . . . — • . •• • * . • j—'-J' . 。 . 
• . ^ . . • • • • . • " * . ' • • . ^ * » • • : • • 、 • . . . ' 
. . • • • . * . ' • . . • • . — • 
. • • . , . • • * « ；* • •• - • * • . 
. . . . . • • •. ：. . . : • • : • . . . . • • • • • • . . • •.. ^••-•〜•、、二： , . . • .••• . ， . . v . .*• •• •. • ••。： . • 
、 "Japanese Direct Investment 
I — 1 — r~ n ： ‘ 
fiscal I n 1989 j FT 1990 (1st half) j 1951 - 1990 AccoruUtion I 
-Year , , | 
. ... } I T I j 
I Countries | Ho. of | Value , 1 Ho. of | Value , 1 Ho, of j Value , 
I
 &







- ‘ I j 32,540 j AS.2 |. 1,275 | | 46.6 | 21,950 | 117,287 I 、厂7 I 
I C a n a d a I 1S0 j 1,362 j 2.0 j *76 j 436 | 1.6 | 1,200 | 5,028 | 1.8 
I (、America) j 2,S48 | 33,902 | 50.2 | 1,351 j 13,322 | 48.1 \ 23,150 | 122,315 | 43.4 | 
I (Latin'America)j A21 j 5,238 j 7.8 \ 154 | 1 ,892 | 6,8 | 7,012 | 38,748 | 13.8 | 
j IndooesU j HO | 631 j 0.9 | 76 j 442 | 1.6 | 1,794 | 10,877 | 3.9 | 
I Hong Kcx^g j 335 j 1,898 j 2.8 j 131 | 1,085 | 3.9 | 3,630 | 9^ 150 | 3:2 I 
j Singapore j 181 | 1,902 \ 2.8 | 82 j 371 | 1.3 | 2,502 | 6,085 | 2.2 | 
| S. Korea j 81 | 606 | 0.9 j 31 | H7 j 0.5 | 1,824 | 4,001 | 1.4 | 
| China | 126 j A38 | 0.6 j 75 j 180 | 0.7 | 769 | 2,654 | 0.9 I 
I Thailand j 403 j 1,276 j 1.9 | 204 j 530 | 2.1 | 2,292 | | 1.4 | 
i Malaysia j 159 j 673 [ 1.0 | 82 j 373 | 1.3 | 1,422 | 2#£30 | 1.0 | 
j Taiwan j 165 | A94 | 0.7 \ 48 j 230 j 0.8 | 2,346 | 2,515 | 0.9 | 
j Philippines j 87 j 202 j 0.3 j 28 | 93 | 0.3 | 820 | | 0.5 | 
j India j 9 j 18 j 0.0 j 6 \ 21. | 0.1 | 166 | 1S6 | 0.1 [ 
j Brunei j - | 0 j 0.0 j - j j - | ' 31 j 109 | 0.0 I 
j Pakistan | 5 | 83 \ 0.1 j 2 j 2 | 0.0 | 57 | 104 | 0.0 | 
I Others j 16 | 17 | 0.0 | 14 j 29 | 0,1 j 261 | 196 | 0.1 | 
j (Asia) j 1,707 | 8,236 | 12.2 | 779 | 3,553 j 12.8 | 17,914 \ 44,019 | 15.6 | 
. t * I f I 赏. j f .__. t. j j , j 
j (HicJdle East) j 5 | 66 | 0.1 | - | "22 | 0.1 | 339 | 3,425 | 1.2 | 
| U.K. | 285 | 5,239 | ,、 7.8 | 129 | 2,609 | 9.4 | 1,993 | 18,402 | 6.5 | 
‘j Hetherland | 112 j 4,547 j 6.7 j 73 j .1,677 | 6.1 \ 715 j 11,749 j 4.2 | 
j Luxefriburg | 13 j 654 | 1.0 j 6 | 98 j 0.4 j 149 | 5/81 j 1.9 j 
| W. Germany j 119 | 1,083 | 1.6 | 59 j 568 | 2.1 j 1,112 j 4,016 j . 1.4 | 
| France | 163 | 1,136 | 1.7 | 88 718 j 2.6 | 1,245 | 3,617 j 1.3 | 
| Switzerland | 19 | 397 | 0.6 | . 9 j 357 j U3 | 297 | 2,166 | 0.8 j 
| Spain | 58 | 501 j 0.7 | 28 | 113 . j 0.4 j 305 j 1,6M | 0.6 | 
| Belgium | 23 | 326 | 0.5 | .24 j 115 j 0.4 | 321 j 1,^ 68 j 0.5 | 
, | Ireland / | 11 | 133 | 0.2 | 4 | 36 | 0.1 j 94 j 600 j 0.2 | 
‘| Italy , j 47 | 314 . j 0.5 | 29 | 1K j 0.4 j 284 j 798 j 0.3 j 
‘ | "Norway" " • | 12 | 280 | 0.4 | 10 j 67 j 0.2 j 62 j 577 j 0.2 j 
, | U.S.S.rf | 12 | .19 j 0.0 j 9 j 10 j 0.0 j 37 j 233 j 0.1 j 
| Turkey | 4 40 j 0.1 | A j 42 j 0.2 | 32 j 208 j . 0.1 j 
| Austria | 7 \ 18 | 0.0 j 6 j 16 j 0.1 j 69 j H3 j 0.1 j -
Portugal | 10 | 74 | 0.1 | 3 j A6 j 0.2 j 47 j 160 j 0.1 j • 
[others j 16 j A8 j 0.1 j 10 | 31 j 0.1 j 198 j 291 j 0.1 j . 
• I (Europe) | 916 | 14,808 j 21.9 | 491 | 6,622 j 23.9 | 6,960 j 51,593 j . ' 18.3" 
| (Africa) | 88 | 671 | 1.0 | 34 | 357 | 1.3 | 1,422 | 5,631 |. • 2.0-j 
Australia A48 | 4,256 j 206 | 1,622 | 5.9 | 2,559 | 14,016 " j 5.0 j 
Others I 156 | 3<62 | 0.5 | 65 | 283 | 1.0 | 1,100 ] 1,827 | 0.6 
(Pacrfic) | 604 | ,/,618 | 6.3 丨 274 丨 1,910 丨 6.9 | 3,659 | 15,843 j 5.6 | 
I ： 1 1 1 ] 1 I 1 1 H 
Total • 6,589 67,540 I 100.0 | 6#589 | 67,540 | 100.0 | 60/56 | 281,574 100.0 
{ I ！ ！ 1 ！ ‘ 1 --1 ! 」 
Source: Minwiry of Finance (Japa<i). 
Note: • FY 1989 = Apr. 1989 - Mar. 1990. : 
FY 1990 (1st half) = Apr. 1990 - Sept 1990. 
* • • •专 • 
' •
 - • • 
• . • • 
• . 
. ' , • • • • • ^ ’ . - , - . •“‘ 
TABLE 3；!.2^ , . 8 6 
- • Japanese Direct Investment In A^ia (1990) 
(No. of Cases Repor t ed ) . 
I i
 :
 i i I 
J Business [ Mfg. Wholesale Retail Planning Research Property, Watural J Total j F irvanci^ al | 
J Mature J Prod. Harketing Service financing Dev. Resort Resource j J Insti tutioos j 
I Thailand | 99 12 27 0 2 7- 1 | 148 | 
j Malaysia | 67 2 13 0 1 9 1 | 9 3 2 | 
| China j 57 2 22 0 2 6 Z \ 91 | 2| 
| Taiwan | 31 18 35 0 1 3 " 0 | S3 j 8| 
j Singapor；- | 17 28 28 4 0 . a 0 j 87 | 6| 
| Indonesia | 51 0 10 0 5 9 \ \ 71 j 11 j 
j Australia | 13. 5 U 0 。 12 12 j 61 | 3| 
j Hong Kong | 5 8 21 2 0 . 3 0 j 39 j 131 
| S. Korea | ' 19 • 4 8 。 。 。 0 I 31 j Z\ 
| Philippines | 20 . 0 5 0 。 3 \ \ 29 | \\ 
| Others | 33 3 19 。 （? - 22 6 j 83 | 6| 
I local I A12 82 202 6 13 82 24 j 821 | 5S| 
i i 1 1 1 
• * 
「Hong Kong ______ I I ； I 
. j 1987 19 11 8 1 . . 0 A 0 I 43 I 
I 19SS H 8 18 5 . 0 5 Q \ 50 | K-A| 
| 1989 16 6 34 1 ' 0 14 0 | 66 | , 10| 
j 1990 5 8 ^ 21 2 . 0 3 0 | 39 | , 13| 
t I 1 
1
 ———^―—————— 
r Singapore — I | J 
1987 A1 5 3 3 0 2 0 I 54 | 
簡 30 10 U -8 1 2 0 I 65 I H。A卜 
1989 42 20 38 6 、 9 。 | 116 | 9| • 
. 1990 - 17 28 - 28 • A “ 2 8 .0 | 87
 6
 " 
^ * , t ‘ ‘ 
一 I — — • 
‘ Sour tce: NRI , Dai ly Newspapers - • - - -• 
‘ h o t e : •financing” docs not include the cases of financial institutions. 
* • ‘ • 
. ‘ 




* * " . . • • 
. . • . . . . . • . . » • . • 














































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































Chart 3 .1 .1 . • , - - 90 
J a p a n e s e D i r e c l I n v e s l m e n l in A s i a 
(Case s) 
1 800 r ' . 
Asia g 
1500 - . . , / .v 
: A
 :
 / _ / 
…丨丨 Hong Kong 




- 1 \ ，"一 i I i ' » < i 1 _！ ！ 1 J i X L r 
7Q 7! 72 73 74 75 76 7 7 78 79 80 .81 82 8 3 84 85 86 87 88 89 
A s i a H o n g K o n g — . … . … S i n g a p o r e 
(USS Million) Value A s i a 
: 83QQ r / 
^ ‘ 7470 _ , . ... ; / 
' . . . .6540 - . / 
58 10 - J 
。.• 4980 - j . . . 
4150 - 7 • 
3320 - A / 
249Q - \ /Hong ICong^  
/1650- , ! V — 
- 一 - , 
.• • °70 72 7V74"75 76 77 78 79 80 81 82 83 84 85 86 87 88 89 
• « 
——Asia (lefl Scale] 一 Hong Kong : — 一 Singapore. 
. . S o u r c e ： M i n i s t r y o ( F i n a n c e ( J a p a n ) ； 
•• • — 
• • • • 
• • / • 
• • . / . • • . . 
• . • . • . • • • * 
.• . . . • - . ： •. ....... V -..：". ： V-:- ；：.'  
"Greater Hong Kong" • 9 1 
• 、 . • 
/ Guang Zhou ' ~ T / 
, / 
Shenzhen S p e c i a l 
Macau J
 E c o r K x n i c Z o n e 
: 1 
H e a d q u a r t e r s in T o k y o , f a c t o r i e s in provinc ia l a r ea s 
• , — . 
• Kcnxlquar tc rs in H o n g K o n g , f a c t o r i e s in G u a n g d o n g 
^^^^——^—^LXLU^JiJ^nJimW-—>__ _i_ _•••_ __•!¥i—•r-fcirKan—i—riTmrmrmrmrnnimrnninnrn n r ^ m ^ r m rnrrrnrn~ 11 i 
* * * 
r
 ： :
— — ； — ; 
E c o n o m i c B a c k g r o u n d o f - G u a n g d o n g Province 
• *» . 
Per iod ‘ 1986 1987 1988* 1989* 
A r e l ' ^ a q . km) 212,005 212,005 180,000 180,000 
Population《million) 63.46 58.33 59,28 60.25 .-
Working Force (million) :30.90 29.11 29.95 30.41 | 
Average Monthly Wage (US$) . 35.29 38.53 50.00 58 .80 j 
GW (US$ billion) 19-87 21.71 29.53 34.79 J 
, G D P p e r Capita (is$) - 2 S 9 . . . 4 2 3 0 1 . 6 1 " 4 0 8 . 0 6 4 5 7 . 8 2 
To t a l Soc i a l Output (US$ bil l ion)- 27.93 42.90 61.49； • 73.13 : 
A a r i c u l t u r a l Output (US$ b i l l i o n ) 9.12 4.78 ^5-14 5.47 
. I n d u s t r i a l Output (US$ b i l l i on ) 18.80 20,92 28.25 32.41 
• R e t a i l Sa l e s (US$ bi l l ion) 11.22 12.10 17.04 18..71 
inflation Rate (%) 4.8 11.7 30.2^ . " 21.1 
• Expor t s (US$ b i l l ion) ^ 5 44 7 ,48 • 二 】 
Imports (US$-billion) ^ ^ ^ ' f 2^；88 2-3.93 K 
, , Tou r i s t Arrivals (millioa)
 2 1
"
4 1 。“t> ^ 0 ' 0 0 • 
• * 
b 
Foreign Investment . ‘ 
No- 。f Contracts of:“ 9 4 4 4 7 , 0 2 4 7,662 6,636 
.Tota l Investment . 'Vsj ' 1 186 2 741 '2,438 . 
Direct Investment。 . ^339 , 7 9 3 886 
Direct Investment to Sc.Z 么二丄 = 
Actua l Amount (US$ million) : gQ 3 2 9 4 8 655.82 644.93 
Total Inveatraent ^ 2 ^0 329.48 310.87 
Direct Investment , A J i o l ' s i 85.30 100.35 1 
. Direct Investment to SEZ 116.46 82.^ 1 ' I 
Sourcc： Guangdong Year ticoK . . . . _ _ J 
— ^ ― — — — a g o — — — — — — 
|| "_丨 I • I.• • r T T T " " " * ^ * " — • 
• . 
• • . . . • * • • • - . • • . . • • * . • • • • 
. . . . . ‘ • . _ • . * - , • • - : 、 ’ • • •• “ ‘ •, . • - “ • • . . • • . . • • • • • ' . • • :••• . . . —. . . .. •••. • 
二 9 2 ： 
- . 1 .-- • 1 -.: 
Table 3.2.1A: U.S. Direct Investment Position Worldwide, in Other Asia & Pacific* and Hong Kong 
on a Historical-Cost Basis. 1988-90 CUSP 丨UI ions, percent) 
Al l c o u n t r i e s Asia & P a c i f i c Hong Kong HK in Asia & P a c i f i c 
USD % USD % USD % Share Rank 
1988 " 
All Industries 335893 100.0 18528 100.0 5240 100.0 28.3 1 
Petroleum 57807 17.2 4705 25.4 205 3.9 4.4 5 
Manufacturing 138725 41.3 5937 32.0 596 11.4 10.0 5 
Wholesale Trade 34054 10.1 2993 16.2 2237 42.7 74.7 1 
Banking 19109 5.7 2048 11.1 646 12.3 31 二 5 1 
Finance/Insurance 63386 18.9 1815 9.8 1360 26.0 74.9 1 
Services 7869 2.3 205 1.1 84 1.6 4l!o 1 
Other 14942 4.4 826 4.5 112 2.1 13.6 2 
1989 
All Industries 370091 100.0 21212 100.0 59A8 100.0 28.0 1 
Petroleum 54049 14.6 5360 25.3 182 3.1 3.4 5 
Manufacturing 149237 40.3 6641 31.3 730 12.3 11.0 5 
Wholesale Trade 37230 10.1 3454 16.3 2337 39.3 67.7 1 
Banking 20397 5.5 2390 11.3 681 11.4 28.5 2 
Finance/Insurance 84323 22.8 2135 10.1 1694 28.5 79.3 1 
Services 8716 2.4 217 1.0 65 1.1 30.0 1 
Other 16140 4.4 ‘' 1014 4.8 259 4.4 25.5 1 
1990 " 
All Industries 421494 100.0 24719 100.0 6537 100.0 26.4 1 
Petroleum 59736 14.2 5635 22.8 188 2.9 3.3 5 
Manufacturing 168220 39.9 8433 34.1 775 11.9 9.2 6 
Wholesale Trade 41411 9.8 4026 16.3 2444 37.4 60.7 1 
Banking 21397 5.1 2637 10.7 672 10.3 25.5 2 
Finance/Insurance 98889 23.5 2573 10.4 2007 30.7 78.0 1 
Services 10839 2.6 266 1.1 109 1.7 41.0 1 
Other 21001 5.0 1149 4.6 343 5.2 29.9 1 
1 
88/90 percent change ‘ 
All Industries 25.5 33.4 24.8 
Petroleum 3.3 19.8 -8.3 
Manufacturing 21.3 42.0 30.0 
Wholesale Trade 21.6 34.5 9.3 
Banking 12.0 28.8 4.0 
Finance/Insurance 56.0 41.8 47.6 
Services 37.7 29.8 29.8 
Other 40.6 39.1 206.3 
* o t h e r As i a and P a c i f i c c o u n t r i e s i nc lude Hong Kong, I n d i a , Indones i a , Malays ia , 
P h i l i p p i n e s , S i ngapo r e , .South Korea, Taiwan, Thai land and o the r minor c o u n t r i e s . 
Source : 
CdlculatGcl p^ons 
Bureau of Economic Ana ly s i s , U.S. Dept . of Commerce, Survey of Current Bus ine s s , August 1991. 
： 93 
Table 3.3.1A Overseas Investment in Manufacturing Industries at 
Original Cost - 1986 to 1990= Value and Sources 
Major European C o u n t r i e s (Number of Inves tments ) 
1986 1987 1988 1989 1990 Share in Europe Growth (%) 一 
United Kingdom 55 61 62 61 58 0.41 5.45 
Netherlands 11 11 11 12 12 0.08 9.09 “ 
F.R.of Germany 32 34 13 33 34 0.24 6]25 
Switzerland 23 21 21 26 20 0.14 -13.04 
Denmark 4 6 4 4 5 0.03 25.00 
France 8 12 9 10 9 0.06 12.50 
I t a l y 2 1 3 4 5 0 .03 150.00 
S u b - t o t a l 135 146 123 150 143 100% 
Tota l 541 677 680 672 618 
% from-Europe 25.0% 21.6% 18.1% 22.3% 23.1% 
>i 
European Economic Community (Value of Investment in HK$ Thousand) 
1986 1987 1988 1989 1990 Share in Europe Growth (%) 
‘United Kingdom 1082188 1489936 2357142 2199836 2200408 0.A2 103.33 
Netherlands 719126 841298 681611 1220623 1154046 0.22 60.48 
F.R.of Germany 237171 398050 534779 583126 784464 0.15 230.76 
Switzerland 337571 488104 372904 552069 504522 0.10 49.46 
Denmark 172680 220887 198967 254859 310505 0.06 79.82 
France 124882 169117 236745 253649 278542 0.05 123.04 
Italy N.A. N.A. 21227 13372 67871 0.01 n.a。 
. S u b - t o t a l 2673618 3607392 4403375 5077534 5300358 100% 
Tota l ' 1 9 5 5 4 2 3 7 21121555 26172450 29734250 30933234 
% from Europe 13.7% 17.1% 16.8% 17.1% 17.1% 
Source : I n d u s t r y Depar tment , Hong Kong Government. 
u 
• . . • 
二 9存: 
Table 3.3.2A Overseas Investment in Manufacturing Industries at 
Original Cost - 1986 to 1990s Value and Sources 
Asia and P a c i f i c Coun t r i e s ( exc lud ing Japan) - Number of Investments 
Share 
1986 1987 1988 1989 1990 in Asia Growth 
China 36 47 49 49 AO 31.0% 11.1% 
Australia 18 21 27 26 22 17.1% 22.2% 
New Zealand 2 1 5 5 3 2.3% 50.0% 
Singapore 22 25 21 19 19 14.7% -13.6% 
Taiwan 12 14 15 16 18 14.0% 50.0% 
K o r e a
 3 2 4 3 3 2.3% 0.0% 
Thailand 15 15 12 12 13 10.1% -13.3% 
Malaysia 9 11 10 8 7 5.4% -22.2% 
Indonesia 9 7 6 7 4 3.1% -55.6% 
Philippines 7 8 7 5 n.a. n.a. n.a. 
S u b - t o t a l 133 151 156 150 129 100.0% 
Tota l 541 677 680 672 618 
% from Asia 24.6% 22.3% 22.9% 22.3% 20.9% 
u 
' A s i a and P a c i f i c Coun t r i e s (exc lud ing Japan) - Value of Investment in HK$ Thousand 
Share 
1986 1987 1988 1989 1990 in Asia Growth 
China 2981156 1739123 2952691 3177672 3288372 69.1% 10.3% 
Australia 263451 261466 830940 1019778 638701 13.4% 142.4% 
New Zealand n.a. n.a. 133048 60536 3A463 0.7% -74.1% 
‘ Singapore 264130 266116 360104 489164 302601 6.4% 14.6% 
Taiwan 104126- 119258 177272 213660 214927 4.5% 106.4% 
Korea n.a. n.a. 16843 7568 398 0.0% -97.6% 
Thailand 129790 103190 151960 184768 208106 4.4% 60.3% 
Malaysia 70226 104332 131862 47865 38002 0.8% -45.9% 
Indonesia 8439 26191 93719 53421 34799 0.7% 312.4% 
Philippines 341802 356042 355375 439307 n.a, n.a. n.a. 
Sub - t o t a l 4163120 2975718 5203814 5693739 4760369 100.0% 
To ta l 19554237 21121555 26172450 29734250 30933234 
% from Asia 21.3% 14.1% 19.9% 19.1% 15.4% 
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